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NIERNATIONAL AFFAIRS 


NEW WAGE REGULATIONS OF CEMA COUNTRIES DISCUSSED 
Prague PLANOVANE HOSPODARSTVI in Czech No 3, 1983 pp 44-52 


/Article by Doc Eng Vera Papezova, CSc, Institute of Marx-Leninism, Czech 
College of Technology: "New Measures and Trends in the Area of Wage Coatroil 
in Selected CEMA Countries’; passages in slantlines printed in boldface/ 


/Text/ Under socialism, systems of incentives for workers decisively affect 
the system of wage control and forms of wages and establishment of work 
standards. 


Systems and forms used in selected CEMA member countrics in the seventies 

showed some shortcomings and, to a certain extent, ceased to meet the needs 

fox continued development. For that reason most of these countries started by 

the late seventies, often on the basis of several years’ experimental verifica- 
tion in selected sectors and enterprise associations, implementing modifications 
and changes in these systems, eventually intrcducing new forms of wages which 

were closely tied to or directly resulted from new approaches to planning and 
emphatic reinforcement of khozraschet [cost accounting system/ relations leading 
to a more intensive substantial involvement and respons ibility of managing and 
managed subjects in regard to final results, efficiency and quality of management. 


In keeping with new criteria for social production, the need for all-round 
intensification of the economy and requirements of scientific and technological 
progress, the BLR /Buigaria People's Republic/ embarked in 1980 on implementing 
a /new economic mechanism/. Its principles are based not only on application of 
a new technology of planning, whereby economic organizations are assigned a 
limited number of indicators which determine the basic objectives and conditions 
for operation and are evaiuated accurding to the extent to which, in the area 

of efficiency and quality, they measure up to the best results achieved at home 
and abroad (not according to increments), but also in organizing the activities 
of economic units om the basis of an all-inclusive khozraschet, in applying the 
new system of price setting, tariffs, customs, taxes and interest policy, in 

new organization of supply-demand re'ations, in a new way of managing investment 
processes, generation, cistribution and utilization of earnings. 








As part of the new economic mechanism, wage funds are generated uniformliy* at 
all levels of management as the difference betweer the total nonthly earnings 
of the organization (cumulatively from the beginning of she year) from perfor- 
mance (to include exports) and rendered services (with 2 view to fines, 
penalcies, price surcharges and rebates) ard cost of materiais, allocativuns to 
state economic organizations, payments into the budget and to superior organs 
and the amounts of credics and interests from thea, allocations to internal 
funds (in the case of production enterprises, to funds for tecanological improve- 
menc, inventions and efficiency promotion, in the case of economic organs of 
management, additionally to the fund for acquiring proficiency in new types of 
production, foreign exchange and servicing activities). 


The difference--the residual quantity--is called “consumption earnings.” In 
addition to the wage fund it also includes means from the cuitural and social 
services fund, the contingency fund and allccations from the increment to this 
parc of income. 


/The extent of the wage fund (resuliant wage ‘und) depends on the overal! 
etfectiveness of utilization of all resources and stipuleted allocations which 
are controlled by standards according to uniform and progressive scales/. These 
standards indirectly affect increments to the wage furd through controlling 
increases in overell earnings. 


Tne maximum amount of means that can be ailocated to wage> from the “consumption 
2arnirngs' is determined on the basis of cne number of empicyees aad average 

gross wages envisioned by the state plas, corrected by tne implementation 
counterplan for the accounced-feor and attained social productivity of labor. 

The social productivity cf labor s:ipulated by tasks of the state plan is 
determined on the basis of an approved task .or net vreduction and a limit on 
the number of workers. When it is exrecced, ‘he average grosc wages determined 
by the state plan are increased, when the p!anned socia’ productivity of labor 
is uot reached they cre decreased. 

Wage furds saved by reducing the number cof workere are used in cheir full extent 


for increasing the avetag? gros3 wages of work teams and ior providing incentives 


for those workers who iirectty shared in bringirg about suct savings. Unusec 
wage fund means can be transferred to the following year. If oojective causes 
oreclude attefameat of the requisite imoimt of wase funas, they are generated 
ty aliocation from the state budget. 


-— cl: i, el 


*Wege tund geceraticn used in the 8LR until 1978 reliec on several incicators 
characterizing the various aspects o° an economic organization's activities. 
\ccording to the Bulgarian press this ied in prectice to subjectivism despite 
efferts to refaforee tnis generttion by positive and negative results of the 
per.ormance of economic units (¢€.2., proportionate reductions for iailure to 

peet the plan for improved labor productivity, exceeding the planned consumption 
of raw and processed a terials, nonperforiasoce of contractual obligations), 
Material resporsibliity was even borne by persons directly at fault, even 

though emphasis was on a ccliective system of Incentives, 





In view of the fact that the principles for generation of wage funds ere based 
on the BLR on an /all-inclusive intraplant khozraschet/, work teams and shops 
are guaranteed their “worked share" of the wage fund independently of the results 
acnieved by the enterprise cr economic organization. In case of a shortage of 
means, the functional wages of managerial personnel and of specialists are 
reduced 20 percent. If that is not enough, the contingency fund is resorted 
to. After its depletion, a loan can be requested from the ministry. In case 
of temporary shortages, it is possible to obtain a shorr-term bank credit or 
use residues from other funds with the obligation of setclement during the next 
allocation of means to the wage fund. In case of systematic inability to PY, 
the stage economic organization is reorganized, to include substitution of 
managerial personnel. Even the wage resources of the superior organ (ministry) 
depend to a certain extent on the economic results achieved by enterprise 
associat ions. 


Distribution of the resultant wage fund occurs according to standards adopted 

by the implementation counterplan for routine remuneration for work, supplemental! 
remuneration for work for meeting annual quotas, goal-oriented bonuses for 
accomplishment of tasks of extraordinary importance, personal awards for intro- 
duction of scientific and technological solutions and attainment of high quality 
and top level on a worldwide scale as well as for wage contingency funds. 


Thus, the resultant wage fund is a financial resource which affects the actual 
level of wages, but within the limits delineated a priori by the relevant 
Standards. 


In the MLR /tiungarian People's Republic/ ever since the early seventies the area 
of wage control has been making use of the long-term effects of standards with 
utilizing saved resources to provide incentives for those who shared in bringing 
about such savings; work results were not evaluated by an indicator of contingent 
net production in relation to planned production, but by the actual level achieved 
in the preceding year. A contingency fund was formed. An active role in 
controlling the difierentiated earnings of enterprises, wage funds and average 
wages was played by the tax system. 


Several methods were used for wage fund control, The most suitable proved to 

be /normative planning of wage fund dynamics (volume of wages) in relation to 
the increment in contingent net production/; that made it possible to deal with 
the problem of manpower savings. As it became necessary to increase the incen- 
tives for enterprises to reduce the number of employees, control of the volume 
of wages (not of average wages) became e-vanded as early as 1976 to cover 70 
percent of enterprises. 


As regards the stability of control standards, n large problems were occurring 
with providing it in the seventies. It became valid by an act of law with very 
little differentiation. in most enterprises the wage fund could be increased 
0.4 percent when the indicator of contingent net production showed a 1 percent 
increase, in the construction materials industry by 0.5 percent and in several 
subsectors of the food industry by 0.6 percent. 








r higher increments in wage funds than stipulated by standards were determined 
uniform tax rates for progressive payments according to the degree of exceeding. 
Progressive taxes were abolished in 1980 and an incretent of over nine percent 


Increasing the untaxed increment to wages to nine percent was justified 
particularly by the need to reinforce linkage between work results and wages.* 


Siauce 1980 the entire untaxed growth in average wages depends on the dynamics 
of contingent net production and the number of workers. Erterprises which do 
not manage to provide tor a wage increase generate special! resowrces to provide 
incentives only for top workers. 


Growth of wage funds in Hungary is etimulated uct only by means of aa indicator 
of “wages” (standard share cf wages in the increment to contingent net produc- 
tion), but also of profit. Its increase thus influences not only the amount of 
the economic-ircentives funds, but also the wage fund, because enterprises deal 
independent iy with the problem otf utilization of net profit--for tariff wage 
increases ov routine bonuses. The wage fund is closely linked to the economic- 
incentives funds, specifically to the so-called share fund, by means of double 
taxation--whin standardized increments to the wege fund and averaze wages and 
and their certain ratio are exceeded in relation to the wage fund. /Promotion 
of interest in the growth of profits forms in Hurngaiy the basis of the entire 


systes of incentives/. 





rAccording ‘oO Hungarian sources, deterioration in external conditions and slow 
adaptation of the economy led to widely based subsidizing of enterprises. In 
i9’/, the stare of budgetary subsidies amounted to 73 percent of enterprise 
crofits; thus, actua, differentiation cf enterprises according to the amount of 
profits was caused ca the order of 80 percent by the effects of factors not 


denendent on their activicies. 


to budgetary subsidies even er‘erprises wit’ low etficiency of production 


wn 


could tnerease wage funds up to six percent, but dynamically developing enter- 
prises had no possibility for exceecing this level because. of high progressive 
tay payments. Resources that could not »oe used fer increasing wages were 
tranererred to a contingency fund for their subsequent (and after-tax) use. 


las been stated that the growth of average wages and reserves beyond the plan 

"4 aniluence: by the high interest of enterprises in achieving savings of 

irect labor ftnput. ‘the utilized cor:rol system led to lowering che demand for 
Tanpower and e@liuinace its shortage, with the excepiiun of some hard-to-fill 
os in che construction and chemical tndustries. ihe ab.oluce decrease in 
labor costs wes actually higher than envisioned by the plan. This created an 
additional source for wage increases from contingency funds. The previvus 
limitation wu the geowth of average wages to six percent, in view of the more 
than five rercent average increase iu retail prices was substantially to the 
detriment of labor productivity increases (accordiag to Hungarian sources). 


S—. 
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ontrol of wages and earnings together with other instr it t 
adequately to differentiation of earnings according to performa : c 
efficiency and reinforced levelization trends, in 19%) there « mder 
(in the words of Hungarian authors) its “modernization. [ts ot i 
adapt the wage system to the economic situation and diiferenriat ove 
from social policy. It involves implementation ait 
principles: 
/--tie wages and wage increases to the requirements nlaced on enterpr 


/--in assessing the performance of an enterprise make use of indicators 
in addition to profit alse include wages and other items tha iV 
of net income, as this can attenuate the effects of profit fluctuation 
/--volume of wages should be considered as a rule as the key means r 
wages, but it must be combined with wage-level contr 

/--enable enterprises to make minimum wage-level increases even in cases 
by complying with generai obligations they were not afforded the ssi 
to do 80; 

/--use wage preferences primarily for supporting efficiently manayved en 
if they wind up in a difficult situation and not yr su rti n 
enterprises; 

j/e-channel the relation between wage development and ¢t har 
achieve, in addition to the principle of open balance, earer 
providing incentives for raising the level of wages; 

/--in the interest of overcoming annual and implementation of long-tern 
make it possible for efficiently managed enterprises to provide wage in 


in the form of advance wage increases/. 


At the same time it is assumed that enterprises w!1] 


internal mechanism of the system of incentives; without rding t: 
opinion of Hungarian economists), even in the case of systematic implenm 
of general principles, it would not be possibie to increase the motiva 


effect of wage control on improved effictency 
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performance of an enterprise (it invo] 
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volume of wages, central regulat 
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central regulation of the 
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eventually the relatively combined central regulation of wage level: 
used as of 1 January 1980, 
Application of the individual forms of regulation {s determined t 
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promotes the independence of enterprises and associations in planning the wage 
fund in conne:cion with planning production increases. A wider discretion is 
extended at the same time to the right of production associations and enter- 
prises for using wage fund savings for providing incentives for highly productive 
labor and skills of personnel. 


In keeping with the resolution of the CPSU Central Committee and the USSR 
Council of Ministers, methodological guidelines regarding the determination of 
/long-term wage standards per ruble of production/ were compiled and approved 
in June 1979 applying to the 5-year plan with subdivisions for individual years. 
The intended purpose of this measure is to: 


/--provide for closer interdependence between the volume of production and the 
sum of means intended for remuneration of personnel; 


/--increase the motivation of associations and enterprises to adopt in their 
yearly plans mobilizing tasks in comparison with the 5-year plan; 


/-~provide for higher dependence of the wages of each worker and each work team 
as a whole on growth of labor productivity and improved final results of 
operations of productive associations and enterprises; 


/--more thoroughly control expenditure of means toward payment of wages to 
workers and employees in associations and enterprises/. 


The wage standard per ruble of production is determined on the basis of costs 
envisioned in the plan and relating to remuneration of personnel in industrial 
production for production in relation to the volume of production according to 
the indicator used in planning labor productivity. 


The volume of production growth and growth of labor productivity are represented 
in the llth 5-Year Plan primarily by the indicator of normative net production 
which represents in essence the amount of newly created value and, through it, 
the volume of internal labor consumption of the plants' personnel. 


In view of the fact that computation of this indicator poses considerable 
demand on administration (it is determined for each product for which there is 
a stipulated wholesale price), it is more expedient to use in assessment of the 
extent of meeting mutual obligations of enterprises (relating to deliveries of 
production in nomenclature) an indicator which characterizes the whole value of 
products--the volume of accomplished production of goods. 


In light industry and in the food industry, under conditions of producing a 
considerable assortment of producte and a relatively low share of costs of 
direct labor input in the value of production, it is possible to make use of 
the normative value of processing (NHS). Contrary to the indicator currently 
used in clothing industry enterprises (wages, social security contributions and 
expenditures for servicing of production), planning of NHS includes normative 
profit (to the expenditures envisioned in the NHS) which facilitates in bringing 
closer the contents of the normative value of processing the the normative of 
net production. 

















In the mining sectors of industry and in other sectors with relatively low cost 
of materials, the planning of the rate of production growth and that of labor 
productivity can make use of goods production which in its structure is close 
to the normative value of processing. 


The planned wage fund for industrial production personnel of associations is 
usually determined by multiplying the planned volume of normative net production 
by the normative of wage expenditures (kopecks per ruble of normative net 
production) determined for production associations or enterprises. 


In other cases, the wage fund is determined according to valia methodology 
which is based on the number of workers of industrial production personnel 
given by the prescribed limit and from the pianned average wage of a worker. 


If 2 saving is achieved in the wage fund in excess of the prescribed standard 

or the plan (as part of planned profits), it is transferred by the end of the 
year into the production association's (enterprise's) economic-incentive fund 
provided that the production plan and improved productivity of labor had been 
met. Exceeding of the wage fund is covered by means from the economic-incentive 
fund in the extent of the savings transferred in the preceding year. 


x 


The inevitability for eifectively interconnecting centralized planning with 
development of initiative and creativity of work teams led in the past several 
years in some of the studied CEMA member countries, just as in the CSSR, to 
/generatica of wage funds primarily by means of standards and normative methods/. 
Xev efforts concentrate on introduction of long-term standards. Wide application 
was found by the crend of plauning wage-fund generation /in dependence on the 
indicator of the type of net production/ not including labor input. Nevertheless, 
between che studied countries and the CSSR, whose wage-control system most 
closely approaches che planned generation of accrued wages in the USSR, there 
versist differences, particulariy in regard to the technique and extent of their 
regulation. 


Contrary to the Czechoslovak wage-control system there is finding application, 
e.g.. in Bulgaria, so-called "self-financing," which means that wage funds are 
venerated at all teveis of mamagement as the difference between cle overali 
monthly earniags of the organization accumulated from the beginning of the year 
from implementation and costs of materials, allocations and normatively deter- 
minec paymeate. However, drawing on wage funds occurs within normatively 

Ze lineated limite. 


ir the MLR the voluue of wages also depends to a considerable extent on increments 
in profit, due to che fact that enterprises deal independently wich the problem 
ef channeling net profit, i.e., toward increasing of tariff wages or routine 
premluas. 


On the other hand, accrued wages in the GDK are planned at an absolute level, 
even though the: are differentiated for each sector. Ai the level of economic 
organiztions computation of the planned wage funds then progresses on the basis 











of the number of personnel and the planned increase in average earings. 
However, drawing up to the planned level is possible only if the organization 
meets the indicator of labor productivity and goods production with the planned 
number or fewer personnel. 


8204 
CSO: 2400/286 
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BULGARIA 


NATIONAL AGROINDUSTRIAL UNION CRITICIZED 
Sofia STURSHEL in Bulgarian 24 Jun 83 p l 


[Article by Vl. Cheshmedzhiev, Varna STURSHEL correspondent: "Thousands of 
Objective Reasons" ] 


[Text] "K"-a as in What? 
I asked a manager at the Yanko Kostov Enterprise of Bulgarplod in Varna: 


"Do your canned products meet world standards? In other words, do they have a 
"K"-a rating?" 


“Of course! "“K"-a as in quality, as in bells ringing!" This is our pride,” 
he said. “Tomato juice, apricot nectar and others have a "K" rating..." 


"Could we sell them...say in Skandinavia?" 
“Why go so far?" My collocutor became somewhat depressed. 


It turns out that the "K" rating, which indicates world quality, is more in 
the nature of encouragement and does not presume successful competition on 
world markets. 


Justifications followed: lots of manual work, obsolete machinery, frequent 
breakdowns, poor raw materials and containers... 


Container Troubles 


An entire batch (with a "K" rating) may be rejected because of a few jars with 
twisted necks or dangerously thin walls. The jars were produced at the 
Beloslav or Novi Pazar plants. 


Corrugated cardboard boxes made in Lukovit and Gara Iskur almost collapse 
under their own weight, which is excessive. Boxes made in Strazhitsa are 
stronger but narrower, and the last row of jars must be rammed in. There! 
But then the box tears up! 


12 














The Bryast Plant in Plovdiv manufactures plywood barrels through which the 
tomato paste leaks. Glue produced in Kostenets does not stick, and so on and 
so forth (unquestionably, however, these producers as well have many excuses). 


Foreigners may like the Varna product. They would insist, however, for the 
container to be made of tin-plate and the boxes to have nice looking labels. 
But where to find lithographed labels? They may be seer only in modern 
packaging exhibits. Tin-plate is also in short supply. 


Reject Forecasts 


The objective reasons mentioned so far do not explain why for the past 3 years 
the Varna people have produced rejects worth respectively 65,990, 264,000 and 
551,000 leva. We note that the dynamics of rejects scems to obey «cme kind of 
mathematical dependence. Should we "forecast" rejects worth 1 million leva 
for this year?... 


Leaving mathematics aside, let us explain that it is a question here of 
delayed sterilizing, substandard “topping,” a white deposit at the boctom of 
the jars, poor vacuum, swelling, etc. Briefly, it is a question of iow 
technological and all other types of discipline. 


Laws and Practices 


It is very difficult to turn a substandard raw material into a tasteful), 
decent and competitive preserve (for example). The raw materic] is another 
objective reason worthy of attention. 


Tue Bulgarplod OP [Okrug Enterprise] is aiso engaged in merchandizing: It 
buys fruits and vegetables foc the domestic market and the cannerfes. Such 
complex activities are based on contracts, deadlines and schedules Legal 
documents reguiate quality standards, prices, allowances, disccuncts... 


However, there are thcusands of cxzamples proving that the reciprocal 
obligations of the producer (the APX [Agroinduetrial Compiexj and the merchant 
(Bulcarplod) are not necessarily strictly observed. 


The producer may fail to pick che fruit on tine despite his »romtee. The 
fail become silent. Or else che plant becomes overloaded, purcissing stops 
and dozens of tors of produce rot. 


The purchaser may consider a deal unprofitable and 2 heacache, as © result of 
which he will let several hundred thousand head of lettuce to »e fed co the 
cattle (as was the case in Provadiya). Or else a “deal” may have been made, 
but on paper only: payment is made for tons end tons of orions which, 
however, remains unpicked. 


The producer may sometimes trick bis partner by se! ing him the (rvits of az 
entire apricot orchard as being 80 percent “extra” and 20 percent “first 
grade quality before the apricots have began to ‘urn yeliow (‘Tf 

like it, it ia a seller's market," the seller threatens). 
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On another occasion supply is greater and the merchant pays second quality 
prices for first quality goods ("If you don't like it, it's a buyer's market," 
the buyer retaliates). 


The laws require a quality certificate for each product. The producer does 
not provide it. Why? Because a rating mistake means a fine. No rating 
entails only a reprimand. 


According to the law the purchaser must supply containers, also with a quality 
certificate, 5 days before the start of the picking (day dream). Broken cases 
ruin the golden output, golden to the APK, the merchant and the consumer. 


The legal stipulations manage to circumvene the complex grounds around truck 
gardens and orchards. It is known in advance that by the end of the year the 
NAPS [National Agroindustrial Union] will forgive most sins related to 
violated contractual obligations among its related departments -- the APK and 
Bulgarplod. This punishes the quality workers and those who have fulfilled 
their contractual obligations most conscientiously. 


Superobjective Reason 


In late summer, during the season when we should be drawning in tomatoes, they 
are sometimes scarce on the domestic market. Not only tomatoes. The main 
reason is the following: 


Qewertyu uiop. Asdfghjkl “ZCXV --bnm, k "Egkh{" asdftyuibmn, Kwtoyugkvndg- 
zcxbcnvmkj NNbo. Ynobivucy hjklahjkfa, etc. 


What do you see, dear reader? Some kind of type eetting nonsense? Had our 
type setter been equally paid for setting the proper text and for a random 
choice of letters, he would have chosen the least possible amount of effort 
and filled the entire newspaper with this kind of alphabet soup. 


Something similar takes place late summer with tomatoes, peaches, etc. The 
producer has two choices: The first is to separate small from large and firm 
from bruised fruits, pack them carefully and carry the cases gently to avoid 
rattling. The second is to pluck, tear and shovel the fruit in boxes or dump 
trucks and send the produce for industrial processing. He chooses precisely 
the second option, for in either case he is paid the same. Do not argue with 
him that there is a scarcity on the market, he is not about to cry. 


Unrealistic prices are the superobjective reason which makes the producer 
increasingly desirous to avoid growing vegetables and fruits -- an activity 
otherwise generally considered profitable. 


Many things should be looked over, from the hoe and the vehicle to the case 


and the jar. Unless we do so, some of our international successes will have 
to wait. 
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CZECHOSLOVAKIA 


PROBLEMS OF LARGE-SCALE AGRICULTURAL PRODUCTION VIEWED 
Bratislava EKONOMIKA POLNOHOSPODARSTVA in Czech No 5, 1983 p 196-198 


/Article by Prof Eng Vladimir Pilisek, Candidate of Sciences, Agricultural 
College, Prague: "Problems and Resources for Effective Development of Socialist 
Large-Scale Agricu!tural Production"/ 


/Text/ Problems and Prospects of Effective Development in Agriculture 


If we define the intensity of agriculture as a flow of input resources passing 
from suppleirs (D) and agriculture proper (Z), affected by natural factors (P) 
and transformed through labor (L) into a final production aiming at consumers 
(O) (see Graph 5), it is obvious that differences between potential and real 
intensity of this flow can be found in all these areas, thus resulting in the 
difference between potential and real effectiveness. 


In the relationship between the consumer area and agriculture, it is not only 
the problem of price effects, which has been pointed out before, but particu- 
larly effects which mostly cannot be put into figures but which, however, cause 
losses in agricultural effectiveness (--Ey;p, --Ejg in the graph). 


Primarily it is the insufficient use of research and development /R&D/ in the 
manufacture of both basic and immediate production means, i.e., use of innovated 
machinery with lower power consumption, higher reliability and specific function 
and the insufficient use of fertilizers and the like. 


It is also a question of eliminating the frequently contradictory effects of 

areas of interest in individual parts of the agricultural-food industry complex. 
The interest of a designer in the volume of design work leads to individualization 
of designs and uniqueness of solutions; interest in length of computer time 

often leads to programming so-called slow programs, interest in an increasingly 
higher profit volume leads to different profitability of repair activities and 

to an escape from activities which yield little profit but are necessary for 
agriculture. 





Technical and organizational solutions, conceived separately, in isolation, and 
not in the context of the entire agricultural-food industry complex, are often 
socially inefficient, although certain organizations seem to be highly 
“effective.” Narrow specialization of warehouses and storerooms, repair shops, 
etc. is, on the one hand, convenient, however, on the other hand, it requires 
high transportation costs, high fuel consumption, etc. 
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Effectiveness is further decreased by inefficient contract relations, 
insufficient warranties by suppliers, unreliable timing for the delivery of 
machinery, fertilizers, fodder and the like. 


Agricultural enterprises are not regarded as equal partners by other areas of 
the economy and chus many production supplies pass through complicated paths 
with a number of administrative barriers, which, consequently, allows for 
nonsocialist ways of obtaining the necessary supplies through favoritism, 


rr 
bribes, etc. 


The consumer area hinders effective intensification by regressive deliveries of 
byproducts. This area has many problems in common with that of suppliers in 
general, but also has problems of its own, such as the question of c!oser 
ccoperation with agriculture. Here we see room for more cooperation in 

deve loping more effective forms of integrated relations, providing services, 
participation in loss-free storage and handling of agricultural products, a 
thorough solution to distribution and transportation, the size of processing 
cepabilities and so forth. 


In agriculture, effectiveness is lost partly due to objective causes (in 
unfavorable years), i.e., natural factors (--Ezp), but also due to subjects, 
i.e., management and people's activities (--Ez,). Effecciveness can be lost 
early, as in the preparations for the production process, the distribution and 
structure of production and in the course of the production process itself--by 
inadequate use of saterials, raw materials, energy, human labor-~-in use of the 
pacic means of production, as weli as in production organization and management. 
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Graph 5. Transformation Process in the Agricultural-Food Industry Complex and 
Hidden Effectiveness Potential: 


1. Suppliers: Chemical Industry, Machine Industry and Other 
» eo lecewa 

-~~* Agr ACU rure 

3. Customers: Food Industry and Other 

+. Losses of Effectiveness 


Table 10. Selected Indices of Agricultural Production itn £uropes ‘ountries 
(1977-1978) 


index Denmark FRG France Austria GDR CSSR Hungary oland 
Consumption of 219.8 335.7 208.7 189.7 268.3 262.4 220.3 39. 
Industrial 

Fertilizers 

(kg per 

hectare) 

wheat Yields >.27 5.01 5.04 ,.] 9 

(ton per 

hectare) 

Super Beet 38.4 47.5 44.0 sZt 29.1 $3.2 5. yf 
Yieids 

(ton per 

hectare) 

Number of 1,04 lJ 0.75 0.68 0, ] ,28 ).68 
Cattle per 

hectare of 

Agricultural 

Land) 
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Taph ©. Comparison of Industrial Fertilizer Consumptior, Number of Cattle 
per Hectare of Agricultural Land and Wheac and Sugar Beet Yields 
in European Countries 

a 

Weeat (tone per hectare) 8. Denmark 
Sugar beet (tons cer hectare) ¥. France 
3. Wheat iO. Austria 
' Suger beet ll. GDR 
5 Catti 12. CSSR 
é Cattle (head per hectare of i3. Hungary 
.griccitural land) 14, Poland 
FRG 
ble ll. Indices Showing Differences Among “Enterprises 
inde? Unit Range Difference 
‘real yield ton per hectar: 3.25 - 4.79 1.50 
igar beet yield ton per hectare 27.50 - 47,50 20.00 
Multiyear fodder rlurt tou per hectar: 4.75 - ®.75 9.00 
vield 
Anoual wilk production i,000 liters 2.23 3.75 1,590.00 
Congumption of cereal] gram 223 - 295 75.00 
fodder per licer of nilk 
Consumption of cereal ktlogram 1.50 - > 9.75 
fodder per kz of 
tcle weight gain 
Labor cost per Kcs 100 Kcs 82.50 - 97.50 15.00 
Profit or loss per hectare Kes -3,000 42,500 », 900.00 
agriculturai land 
Monthly Payments Kcs 1,950 - .,390 100 .00 
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iterprise and supericr management gust act as stimuli for develops 


velopment. In this sense, during the coming period, practices 


thought out and thoroughly deliberated in 
enterprise and for society. 


asiderine all conse- 


- 


Plenum of the CPCZ Central Committee, Comrade Gustav Husak said 
onomy s potentials are higher than the present production” and this 
pplies fully to agriculture. The effectiveness of further develop- 
, among other things, on how effectively we balance the difference 
potential and the actual in the course cf developwnt. 
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lion. Such an approach must be termed as an infraction of 
snless, of course, it involves purchase o! machinery and equipment 
within the reserve for DNU [cdovozni nakupni uver = import procure- 


t and such cases wiil have to be precluded in the future with the 


ransportation by ics 99 million and the Ministry of Communicctions 


> 
» «+ 
~ > 


f SCBS [expansion unknown! organs. 


Table i. 

(} Udjem preci (2 Pee@ pro stavby (3 )OD/em pro stavby KBY « 
® dodivel celkem 60 2 mil. kts RN ned 2 mil. Kfs RN Grob 
\ve2 sowkr. vist » \cN® inves 
s abie 2} of 
‘¥a) 

s _— > * . > - . 4 w > «. 

= A z ? ~ < 2 < o ws f .=* : 2 

J *ate J 7 = ae >a we 

. (4) (5 (9) (4 5) (6) <4) GS) (%) 
Roni plan 1 é a “i 166 602 #813 05S 29 19 
¥utot nos ims 72 G3 wo M2 602 "7 SS mw? 38 
* pints 4 1623 1). 169 1:92 74 Ve S7A 103 S 

“se 
Ro’n! pite 7s @s WS %! ws 275 75 BA 122 i206 
Szuletno ~. 4.9 iL ‘ 12.1 266 "4 83) #6124 21 
J pintnat 129 1025 0186 0:7 1144 ibs 997 965 1020 12 
oR 
Rxai plana “7 278 ‘1 1#,3 $58 11,3 Z27 0695 75 7A 
skute “4 70.1 12.3 6. 122 22,3 i458 77 ; 
‘ pinént 1937 W2kA IH) m3 F114 1077 “44 WA 8758 1048.2 
Odaje re COR tow vieta® centréial rezervy ve si ‘taie@ piésu. 


iume of operations and supplies (without pvt. constr. and action Z) 


oye 


re pr cts up to Kes 2 million RY [budgeted costs; enc $7? 
and equipmer: et included in the budget costs 


i pT jects in “access of Acs 2 miliion RN 


" ™ unknown! and small ‘investore 
> Lu 
i perations '. Percent completed 
and eqguipnent 10. Deta for CSR include ce tral 
reserve in sta‘ paar 
ef inc. in the case o* some departrents (FMHTS | Federal Ministry 
ré nd Heavry Machine Building!, FMVS [Federal Ministry cf Machine 
5® [SSR Ministry of Industry]) the planned resources in this 
sovestments were not fuily exhausted, bec su: mo requisite 
re generated in the development fund for their full funding. 











In the case of projects with RN in excess of Kes 2 million, the uncompleted 
volume of operations and deliveries amounted to Kes 1.6 billion; the plan was 
met to 97.4 percent, of which 97.8 percent was for construction operations and 
96.6 percent for machinery and equipment. The focal point of this completed 
volume is formed by failure to draw on the reserves stipulated in the plan 

for construction of nuclear power plants in Jaslovske Bohunice and in Dukovany 
in keeping with the negotiated increment in RN for chese projects. Other 
chortfalls in the volume of operations and deliveries occurred in the case of 
the FMVS, the Federal Ministry «cf Electrotechnical Industry, the Federal 
Ministry of Transportation, the tederal Ministry of Communications and in the 
food industry. 


We cannot be satisfied with this state of affairs, because measures adopted by 
the plan toward the end of 1981--specifically designed to promote deliveries 
for this category of construction projects to provide for the finishing cycle 
of construction--were not implemented. In the course of 1982, additional 
leeway for achieving these goals was created by dealing with a great many 
proposals for decelerating construction, particularly of nonproductive 
projects. 


Approximately 700 construction projects were assessed in 2 stages and 448 of 
them were approved for cutbacks that were reclassified accordingly. The 
released capacities were particularly to reinforce implementation of con- 
struction projects classified as obligatory tasks and other priorities 
according to organizational measures (projects promoting savings of fuels and 
energy, improving the situation in external economic relations, etc.). 
However, the assumption failed to fully materialize. Some proposals for 
cutbacks on construction projects amounted merely to legalization of the 
actual status quo in the progress of the project and had little to do with 
the goal of releasing capacities for implementation of more important projects. 


In comprehensive housing construction, the volume of investments was exceeded 
by Kes 440 million ard the total number of apartments in all forms of 
construction that was completed amounted to 100,683 which is 5,300 apartments 
more (7 percent) than in the preceding year. Nevertheless, the plan failed to 
be met by 2.2 percent. Apartments completed within the jurisdiction of 
national committees amounted 98,559, i.e., 2.6 percent less than stipulated 

by the plan. 


This failure occurred on CSR territory and is shared particular:v by 
construction of single dwelling units and, to a lesser extent, contracted 
construction. The causes can be seen primarily in inadequate territorial 
preparation. On the territory of the capital of Prague, 8,100 apartments were 
completed and the planned teasks were exceeded. On the territory of 
Bratislava, 4,500 apartments were completed, which represents 96 percent of 
the plan for the year. In view of inadequate preparation of contracting, the 
tasks in modernization of housing administered by socialist organizations 
also failed to meet with success. This calls for a more responsible approach 
by national committees, because meeting the plan to 41.7 percent bears witness 
to that fact that providing the planned number of modernized apartments is 
receiving inadequate attention. 
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Obligatory Tasks in Capital Construction 


While investments failed to be met in the case of construction projects in 
excess of Kes 2 million RN, completion of the plan's volume indicators was 
good in the case of construction projects designated as obligatory tasks. 

The investments spent on construction of 351 projects amouated to a total of 
Kes 28.8 billion, which is Kes 540 million more than in 1981 and Xces 1.2 
billion more than called for by the state plan for 1982. Exceeding of this 
quota is shared by projects under the jurisdiction of the FMPE [Federal 
Ministry of Fuels and Power] by Kcs 500 million, FMHTS by Kes 200 millicn and 
construction of the subway in Prague by Kcs 300 million. The overall planned 
volume of operations and deliveries was met to i04%.0 percent, of which 106.6 
percent is ‘or construction operations and !02.1 percent for deliveries of 
technology. The structure in territorial division and comparison of 1982 


results with the performence in previous years are presented in tables 2 and 3 
(in billions of Kes). 


Tabie 2. 


Stevoy sienovené CSSR CSR SSR 
jako z4vazné 
ukoly 


~. o é ._ ¢€ 3 % = 

P c ~ «+ ~ ee & —-_ =- <x i =- w < 

1) os 3 : os 232 _€ ee =f 5 

at 8 =a 892 263 $ = @ = = ca ze £2 
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\J /dod4vek celkom a? Seo iba. ??, 1° 4 i656 10.17 10.39 ASy 
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(7 ) stav. mt pr4ace 13.63 1474 1066 9,85 96! 1073 4°85 43 105.2 
(RB) strcle ; 

, e zaMzent 13,77 16,95 102.1 A47 680 1038 5 528 994 
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ponstruction projects designated as obligatory tasks 

2. Pian for the year 
J Actua! 
+. Fercent of completion 

Total volume of operations and deliveries 
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. Construction operations 
c Machirery and equipment 
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Table 3. 


Objem celkem Stavebni praéce ‘Strojye @ zatizent 
aq). (2) . . @) 
= o = <= §& < 3 S = 
a Se = a Ee « - Es ¢ Se 
3 $= 23 ° Se 2 3 & 

(4)© (5) &% (672 (7K (8)F —(6)® “(7 (8) (6 (7% (BF 
i979 y 26.24 26.90 1025 14,15 1465 10°27 12.11 12.275 101,1 
1980 246 27,07 27,79 102,7 14.27 14.29 1002 12.40 1350 105.5 
1981 353 27.07 28,26 1044 13.99 1486 106.2 13,09 1340 1024 
1982 351 2760 28680 1044 13,82 1474 1066 13,77 1406 102,) 


Key: 


1. Total volume 

2. Construction operations 
3. Machinery and equipment 
4. Year 


. Number of construction projects 
State plan for the year 

Actual 

- Percent of completion 
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Thus, it can be said that obligatory tasks in capital construction do truly 
receive the amount of attention they deserve because of their importance to 
the functioning of the national economy. At least that is what is indicated 
by the indicators of the implemented volumes of cperations and deliveries. 

Of course, if we take a closer look at the results attained, their analysis 
shows that even in 1982--with very good results in meeting the volume in 
comparison to other types of construction--the old problems connected with 
providing for effective progress cf construction operations on individual 
projects still persists, sothat the results are not so unequivocally positive 
and, in addition to good results achieved in launching capacities into opera- 
tion, many shortcomings remain in this sector. 


The plan for 1982 called for turning over into trial operation a total ot 95 
capacities (after projection of changes based on individual government reso- 
lutions or those of the Presidium of tne CSSR Government) on 81 sites, of 
which 38 capacities were built in extended terms. There was a slight 
improvement over the preceding year. There were 73 capacities launched into 
trial operation by 31 December 1982, which is 76.7 percent of the task for the 
year. 


The following projects can be listed as an exampie: The Holesovice III Heating 
Plant (ixl115 ot/h); Cerny Vah Pumped-Storage Hydroelectric Power Plant (2x110 
megawatts--turbogenerators 5 and 6); Quarry CSA II, Ervenice site (increment 

of 2 million tons to 7 million t/a [tons per year]; Quarry Vrsany (1.5 million 
t/a); The Dolni Benesov Moravian-Silesian Armature Plant--heavy production 

shop (floor pace 14,810 sq m); Trinec Lronworks--coking battery No 14 (350,000 
t/a of coke); Strakonice Czech Motorcycle Plants--production of turboblowers 
(floor area 9,080 sq m); Chlumcany glazed and decorative tiles (1,009,000 
sq/m); Prague North Meat Combine; Tetrasvit Svit--plant overhaul and others. 








Remaining incomplete are 22 capacities at 17 sites, 16 of them of a productive 
and 5 of a nonprocuctive nature. These involve, e.g., overhaul of the Trebo- 
vice power plant; the Tatra plant in Koprivnice--thermal plant third stage; 
the Bratislava Automobile Plant--chassis units first stage; Bucina Zvoien-- 
overhaul of the Gley Processing Plant Zarnovica; Chemolak Smolenice--bitumen 
boiling plant; Chemiceluloza Zilina--hygienic papers; Levice Meat Combine; 
Elitex Chrastava--expansion of plant II and others. 


Overall Characteristics, Trends and Key Problems 


Analysis of the results obtained in i982 in tne area of investments shows a 
certain improvement. The overall volume of investments was met, even though 
there is no denying that certain problems persist in effective implementation 
of construction. Even finishing of construction projects shows only a 
slightly increasing trend as a result of measures adoptec early in the year. 
And it is specificaliy this final stage of construction toward which all 
efforts will have to be oriented in the current and and in the coming years. 
The point will be to concentrate all capacities primarily on completion of 
construction projects of these production capacities which are expected to be 
soon turned over into trial operation and thus reinforce our production 
potential. This is one of the decisive conditions for continued improvement 
of the efficiency of the entire investment cycle. 


In this contest, it appears advisable to mention yet another problem, that is, 
utilization of capacities acquired through capital construction. Expedient 
launchine of capacities into operation together with attaining their planned 
epecifications represents great unused potential and resources whose utiliza- 
tion (improvement over the existing state) cculd have substantial positive 
affect on the functioning of the entire national economy. This is borne out 
also by the results of inspections conductec in 1982 by SBCS organs, the 
Feseral Miniscry for Technological and Investwert Development and individual 
devartmental central organs. This investigation regarding the utliizatior of 
capacities conducted by the SBCS tor a selecte! assortment of approximately 
160 construction projects which were, or were to be, completed in the past 
severel years shows that every year shortcomings in this sector lead to 
considerable shortfalls in production. This amounted in the mentioned assort- 
ment of projects to Kes 11.4 biilion in 1980, Kes 18.6 billion in 1981, 
approximeteiy Kes 7 billion in 1982 and production shorttalls are also expected 
te occur in the coming years (contrary to data from registration certificates). 
ir addition to belated introduction of capacities into cperation, permanent 
causes are constituted by frequent changes in the concept of production in 
new cepacities, the breakdown rate of technological equipment, failure to 
acquire acequate manpower, raw materi2ls, fuels, energy, etc. Such a state 
points out, among cther things, that superior central organs iail to deal 
expeciently with problems and that the problem of activation of capacities is 
not receiving everywhere as much attention as called for by the current 
Situattor for implemencing the tasks. There ace also cases where shortcomings 
detected during techneeconontc assessments ace blamed on various so- called 
obtective causes. Thet is an unscceptable approach. If our society entrusted 
to a certain organizetion, VHJ [economic production unit] or sector means for 
implenenting a specific goal, then at the completion of construction society 
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must be given back all that was stipulated ahead of time, meaning capacities 
functioning correctly and without breakdowns which will provide for the needs 
of our economy. 


The development of ongoing unfinished construction can be characterized as an 
absolutely positive phenomenon in the area of investments in 1982. The extent 
of startups specified by the plan was not exceeded and, in keeping with the 
resolutions of the 16th Congress, it became possible to take a successful 

step toward cutting down on the extent of arrears in ZRN {remainder of budgeted 
costs] of construction projects. In the course of 1982, ZRN decreased from 
Kes 161.8 billion at the end of 1981 to Kcs 142.1 billion, i.e., 12 percent, 
and are somewhat lower than expected, even though it must be pointed out that 
this does not include the envisioned increase in budgeted costs for the 
Jaslovske Bohunice nuclear power plant which will be dealt with in the current 
year. ZRN decreased for the years 1981 and 1982 by Kcs 40.3 billion and this 
trend creates the prerequisites for implementing the congress resolutions 
toward cutting down on ongoing unfinished construction. The mentioned 
decrease in ZRN toward the end of 1982 also makes it possible to shorten the 
average construction deadline from 5.8 to 5 years, i.e., by 14 percent. 


Not even in 1982 did it become possible to curb RN increases for projects in 
excess of Kes 2 million. After deliberations in the government, and in 
accordance with valid regulations in other organs, RN increased in 1982 by a 
total of Kcs 3.1! billion for 207 projects, Kes 1.8 billion on CSR territory 
and Kes 1.3 biliion on SSR territory. The reasons for budget increases are 
due primarily to changes in the concept of construction on the order of 19 
percent, objective changes 16 percent, underestimation 10 percent and others 
47 percent. It is turning out that some effects could be eliminated, particu- 
larly during assessment of documentation. It will theretore become necessary 
tc develop maximum effort to preclude the occurrence of similar phenomena by 

a uniform and more systematic approach by all organs providing expert opinion 
for the state. A stricter approach by ministries would be in order particular- 
ly in cases where increases in budgeted costs are the fault of one of the 
participants in the construction project. 


Similar procedures were used in the course of 1982 in dealing with requests 
for postponement of project completion deadiines. Typical of almost al! of 
these cases were efforts to be assigned new deadlines and not so-called 
extension deadlines. In this context, various intercessions and offering ot 
excuses for shortcomings are used in promoting such interests. Such an 
approach is in conflict with the principles stipulated by the Set of Measures 
and awareness of this fact must pervade all levels of management. Systemic 
measures apply equally to ail and responsibility for shortcomings must be 
borne by those who caused them. 


Mesures for Implementation of Obligatory Tasks in 1983 


Even though meeting of tasks in this category of construction projects has 
always been better in the past than in other capitai construction, analysis 
indicates that certain problems in implementing capital construction persist. 
Up to 1982, the criteria for evaluaticn of the progress of construction were 
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volume indicators determined by the state plan in keeping with the modes 
applicable to individual projects. On the basis of experience from individual 
years and in the interest of improved implementation, another procedure was 
determined by organizational measures for 1983. Now the key indicator is 
meeting progressive deadlines on specific construction projects on which 
depends launching of a capacity into trial operation, and completion of con- 
struction profects in prescribed deadlines. In these cases, the planned volume 
of onverations and deliveries serves as an orientative indicator for assessment. 
Only in cases where it is not possible to set up progressive deadlines does 

the principle of the obligatory volume of operations and deliveries apply as 
was the case up to now. This applies primarily to projects oi a nonproductive 
nature. 


This system becomes projected intc the system of incentives for personnel in 
capital construction and progressive deadlines are determined as one of the 
key indicators for organizations of investors and contractors. 


Principies and the above-mentioned procedures require, among cther chings, 
upgraiing of the entire process of negotiation of the supply-demand relations 
at the stege of state plan prepuyration. In keeping with these measures, the 
so-called second round of supply-demand relations at the beginning of the year-- 
on the besis cf which adjustments were made in the volume of operations and 
deliveries in economic plans--will not take place. Greater emphasis than in 
the past will have to be put on quality and higher degree of responsibility 

in concluding contractual agreements ir planning of tasks for the year and in 
proposing intermediate deadlines. In this connection, the supplier-user 
negotiacions for i984 should already be taking place. 


We expect that the adcpted measures wil! contribute te improving the situation 
na’ erl.l progress of operations on construction projects classiiied as 
blizatory tasks anc the overall situation ir launching capacities into trial 
Operecion ani make it possible to better respond cto dealing with probiems 
ecurrins oo the course of coastructior. 
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[Text] Summary: The paper offers a brief description of 
the domestic and external conditions of the Czechoslovak 
economy's development, and selected results of experimen- 
tally modeling the development of the reproduction process 
through 1985, using the central econometric model from the 
set of models for macroeconomic analysis. Modeling gives 
two variants of the Czechoslovak economy's possible devel- 
opment: one approximately expresses the possible contribu- 
tions of the intensification processes (variant A); the 
other expresses the approximate consequences of the pres- 
ent trends’ continuation, without any significant changes 
in the development of efficiency (variant B). 


Keywords: national economic efficiency; intensification 
of the reproduction process; external and domestic condi- 
tions of development; gross national product, import, ex- 
port, private consumption, public consumption, investment; 
econometric model of the reproduction process; practical 
applications of modeling, prognostic modeling; scenario, 
scenario variant; extrapolation and intensification vari- 
ants of modeling. 


l. Introduction 


In the forefront of attention of our economic theory and practice at present 

is the search for suitable ways to implement a long-term stratecgy for the Czecho- 
Slovak economy's development; i.e., to achieve a turnaround in the development 
of efficiency and of the reproduction process's intensification, amidst the com- 
plicated external and domestic conditions. As a result of these worsening con- 
ditions there are considerable problems with ensuring the further growth, or 

even with maintaining the present volumes, of the principal productive resources 
(labor, fixed assets, raw materials, supplies and energy). The further growth 

of production under these conditions depends decisively on the intensification 

of the reproduction process and on the more efficient utilization of available 











resources. A particularly urgent task at present, therefore, is to identify 
and resolve the problems of the efficiency of the reproduction process. 


So far as more specific identification is concerned of the relevant problems or 
factors that at present are influencing significantly the development of the 
Czechoslovak economy, they can be divided roughly into the following groups: 


a. Problems of an objective nature that, from the viewpoint of the Czechoslo- 
vak economy's development, are given and cannot be influenced significant- 


aa. External problems of an objective nature: 
Siowdown of the growth of worid economic activity; 
Accelerated rise of the world prices of raw materials; 
Worsening availability of raw materials on world markets; 
ab. Domestic problems stemming from the exhaustion of economic growth's 
extensive sources: 
Slower increments of domestic sources of energy; 
Slower increments of manpower resources; 
Limited possibilities of substituting fixed assets for manpower; 
Limited possibi.ities of a furcher rise in investment. 

b. Problems that stem fron the Czechoslovak eccnemy's inadequate of ficiency 
and can be solved, directiy or indirectly, by intensifying the reproduction 
process: 
ba. External problems stemming from low efficiency: 

Inadequate ability to export; 
High import intensity of the present product mix; 
Worsening terms of trade, exceeding the e‘fect of nigher raw material 
praces: 
bh. Gomectic problems stemming from low efficiency: 


Improvement of quality and rise of the products’ technological level 
lag behind the world level; 


High material, raw-material and energy ‘ntensity of production; 


High investment intensity of production, and low efficiency in the use 
of fixed assets; 


Large volume of unfin’ shed construction and slow completion of invest- 
ment projects; 


Inadequate efficiency in the use of manpower. 
The mentioned problems interact. As a result of their combined effect, the 


crowth rate of production has slowed down in recent years [11], external economic 
Cisecuilibrium has developed [12], the level of real persunal consumption is 
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tagnating, and the growth rates of import and investment .iav lowed? down or 
their physical volumes show an absolute decline. 


Solution of the mentioned prcblems lies primarily in intensifying the reproduc- 
tion process as the source of a further rise in efficiency [3, 10]. Specific 
ways Of achieving this objective (innovation processes, scientific and techno- 


logical progress, the efficiency of using raw materials and sources of enercy, 
external economic relations, structural changes, etc.) were elaborated in detai! 


in a feasibility study [7]. So far, however, the possible aggrecate contribu- 
tions of these processes at the macroeconomic level have not been quantifieec ir 
detail. 


The possible consequences of the appropriate decisions and measures to support 
the intensification processes (at the macroeconomic level) can be investigated 
by modeling, using comprehensive econometric models, or sets of models, of the 
reproduction process. Here it is possible to start out from the experience of 
the Research Computer Center, Bratislava, where macroeconomic analytical studies 
of a similar orientation have already been performed [1l, 12}.1 The simulations 
show the possible development of the reproduction process (and its further con- 
sequences) for the case when the processes of intensification and the rise of 
efficiency successfully unfold in the next few years, and also for the case when 
they fail to do so. 


2. Brief Description of the Model Used 


We performed the simulations using the CEM-2.1 central econometric model of the 
reproduction process that was built at the Research Computer Center in Bratislava 
in 1981, as an essential part of the first quantified version of the set of models 
for macroeconomic analysis (SMMA) [4]. The CEM-2.1 model consists of 15° equa- 
tions (22 of them are regression equations) that express the relationships of 240 
variables (159 endogenous variables and 90 exogenous ones). The model's equa- 
tions express the causal and technical-balance relations among the macroeconomic 
indicators of national income‘’s formation and use, foreign trade, reproduction 

of fixed assets, and efficiency of the reproduction process. The model contains 
a sufficient number of variables to express the essence and course of the inten- 
sification processes, and the evaluation of their efficiency. 


3. Modeling Objectives, Initial Assumptions, Plotting Scenarios 


The objectives of using the CEM-2.1 model for simulating th '1B2-1985 veriod 
were as follows: 





--Methodological objectives: To test in advance how the CEM-2.) model will func- 
tion in applications within the SMMA set (in combination with other models); and 


--Applicational objectives: to gain information about the real possibilities of 
the Czechoslovak economy's further development, particularly about the possible 
consequences of the current principai developmental trends’ continuation, and 
about the possible contributions of the intensification pro 


Prognostic modeling of the further development of the macroeconomic indicators 
(the CEM-2.1 model's variables) in 1982-1985 ties in with the results of analyz2- 
ing the Czechoslovak economy's development in 1975-1980 [1, !1] and with the 








conomy's development in 1981. In prognostic modeling we utilized the avail- 
able information regarding the expected development of the reproduction pro- 
ess's external and domestic conditions [2, 3, 7, 10]. 


nitial assumptions of prognostic modeling reflect the present problems of 
jective and subjective nature ‘listed in the introduction), their antici- 
ated further developrent and gradual solution, but also their intensification 

the possible emerscence of new problems that did not occur in the past. It 
s obvious that the directions in which thes: problems wiil develop and their 
intensity can be predicted only with a certain tolerance. Therefore we devised 
two scgnarios for prognostic modeling, designatinc them as variant A and vari- 
ant B.” Since complete information on the 7th Five-Year Plan, the expected de- 
velopment of the reproduction process's conditions, and the possible strategies 
for the solution of existing problems was noc available, the orepzred prognostic 
Simulations are predominantiy of an experimental nature. 
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the following we will briefly describe the economic content of the two sce- 
narios for prognostic modeling. 


Scencrio A assumes that, among the external objective conditions, only the known 
quantitative restrictions on importing petroleum and, to a lesser extent, the 
limiced swssiabilities of importins from nonsociaiist countries will have an un- 
favorable effect on the growth rate’s further slowdown. Amonad the domes«ic prob- 
ems of an objective nature, also variant A astumes a fairly significant drop in 
n@ i.crements of mernpower and energy deliveries for productive consumption, as 
Well as a curb °n investments. On the other hand, however, a favorable develop- 


merc .$ assumed in solving some otf the problems of efficiency, particularly a 
‘Cline of the material intensity of product.on, ana a reduction of the volume 
of unfiris*ed invectments. An unfavorable vcelopmert might prevail for the 
“ime iag in the ability to export, and in the terns of trade with nonsocialist 
tr:es Derpite the existing protlem-, variant A ont whoie assumes an ec- 
fentially ccontinuos development, without complications and qualitatively rew 


rns of the croblems or their possibie chain reacticas. 


scena~ S assumes a less favorable Zevel pment of all the mentioned factors, 
.< lacly of the mnarertal intensity of proivction; furthermore, a worsening 
t terms of trade even vith th 2 ore e wntries; nado tc a certain ex- 
> thet curtailment of the inputs of caw raterials, supplies and energy 
gat cause a chain reaction in supp! :«r-user relations that could lead *o un- 
ilized production capacities, cuusting Aecline in production. 
r basic premises and priorities of cconomic rcolicy are formulated in the same 
manner for both variants. it 18 43Sumed that solution of the orchlems of ex- 
rernel equilior.um and maintenan Oo. the population's Living standard will re- 
Mm ia (logetier with achieving a turnarcund in the development o: efficiency) 
the prancipal jectives of economic policy in the coming perio’. lence the 
for export to exceed import, tn r o1ity of nonproductive consumption 
r accumulacion and, withan consurpcion, the iority of puplic consumption 
Sver pcrivete consimption--in other words. e ntiaily a continuation of the 


fjyustnent proce. .s°s from the 1976-1931] perioa. 














4. Anticipated Development of the Reproducrion Pr rterr ‘ 
Conditions 


Expected changes in the conditions of the reproductio: : : 1) be projected 
into macroeconomic models with the helo of selected exogenous variables for 
which trajectories of future development are rlotted that ars ffer fron 
extrapolations of their past trends. At the same time the effects of interven- 


tions by the managing center can be expressed in the appror te variant 


means of so-called instrumental exocenous variables.” 


r 


In prognostic modeling for the period 1982-1985 according «coc scenarios A and 8 
it was necessary to select from among the CFM-2.1 mode!’ 99 exogenous vari- 
ables the 51 for which we plotted different trajectories of developrent tnan 
the extrapolations of the previous trends. In variant B we projected in ti 
manner the expected changes in the external and domestic conditions of the re- 
production process; and in variant A, also the real possibiliti: € the in- 
tensification factors’ effect during the investigated period. 


The development of world economic activity in model CEM-2.1 is expressed” by 
the total volumes of import from socialist (Moe) and nonsocialist (M..) cou 


tries. In the case of | we started out from the assumption that ¢t! ycli 
Jevelopment would continue. In import from the six CEMA yuuntries--the Sovie' 
Union, Poland, the German Democratic Republic, Hungary, Pomania { Rulear 
expressed by the variable M., on the other hand, we expect ren Geveiopment 


with slightly higher increments in both variants. 


In Czechoslovak export to nonsocialist countries (F,) it is nece ary t x- 
pect a substantial reduction of advantageously priced petroleum product ‘in 
vier’ of the limited possibilities of importing petroleum), and partially also 
of m-terial-intensive products and of lumber. However, an absolute increéa 

of export is unavoidable, and therefore the export assortment must be expanded 
in the direction of less advantaceously priced products. This fact, together 
with the intensifying competition on capitalist market mmd with the relatively 
Slow rise of the technological level and quality of Czechoslovak products, sig- 








nificantly reduces the growth rate of P.,, the price index of Czechoslovak ex- 
port (more in variant B and less in variant A). We expressed the relativ 
worsening of the ability to export also with the help of artificial variable 
U.,, in addition to which the slowdown of the growth rat f export E, i ess 
perceptible in variant A and more intensive in variant PB. For the pri index 
of export to socialist countries P,;., on &! ther hand Su im variant 
A that the previous growth rate will essentially tai !, but ar 

B the growth rate is expected to slow down by 1.5 percentage point » year. 
Into the anticipated trajectories of the price indice: f Zec lovak import 
from nonsocialist countries we projected a cycli leve lopment if ntiat 
according to four commodity groups, with an accelerated rise in 1983 and a slow- 
down in 1985.© The fastest rise should be in the import price i: x of food 

P , furthermore of raw materials and fuels P., msumer goods P and ma- 
chinery Pure: In plotting the trajectories of Nhe price ind mport fror 
socialist countries (Paps , Puts? Pure and Puccs) we Star 2 out from ¢t r nt 
practice of gradually adjusting CEMA prices to the pri s on ° world ipital 
ist) markets, in the form of moving averages for *he prs ing fi , 
due consideration for the specific assortment of Czechoslovak irport. 
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sed the limited possibilities of importing petroleum by means of the 
1 variable Uys in the equation for import from socialist countries 


artificia 
(in addition to the effect of the price index Py:c, a 1.0-percentage-point rise 
of wricn reduces the import of raw materials and fuels from socialist countries 


2 centage point). With the help of appropriate artificial variables 
we expressed also the expectec further curbing of imrort from nonsocialist 
ifferentiated according to variants A and B. 
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In the development of the material intensity of production by groups of branches 
yi eyg (the proportions of productive consumption, without depreciation, in re- 
jation to tne net material product) we expect an improvement in 1982-1985, parti- 
cularly as a result of implementing the goverument programs to save fuel, power, 
metal, etc. and due to the effect of some of the clements in the obligatory set 

£ measures to perfect planned management. The exvected reduction of the mate- 
rial intensity of production is differentiated by branches and is more pronounced 


In variant A we expressed the expected acceleration of the completion of unfin- 
isted investment projects by increasing the valucs of the artificial variables 


in the equations for converting investments into increments of fixed assets. 
In addition to these factors, the lower volume of investments and planning and 
jesigr work aiso helps to reduce the volume of unfinished investments. 
Ar c.al variables Uy, Uys and U, express the shifts cf the production func- 
-ions cf acgriculture, industry and construction in relation to their long-term 
tratectories. In variant A we assume that the values of Uy and U 2 will be 
preserved at the 199] level; only in the case cf 0, (construction? do we ex- 
ct ‘Linine trend. In variant B, in accord. nace with the pertinent scenario, 
we anticipate that we might be unable to master tne chain reaction in supplier- 
. lot.ons a$ a result of limited inputs of materials and energy and sub- 
tu neomplete utilization of production capacity. We partially expressed 
S robiems by reducing the va.ues of the appropriate artificial variables 
| carticularly for industry). 
ter ‘ively higher increases in the nmber of workers within the groups 


i branches (L.-L,) ir 1981, for 1982-'285 we exynect ir woth vari- 
. > o 
.aily ijower increments in industry and toe entire productive sphere, 


i te decline of the number of workers in agriculture anc construction. 
of prognostic modeling we anticipate substantially smaller in- 
r , electricity supplied tor productive conswmpticn in industry, in com- 
ri , with 1975-1989. 
I t sriante the curbing of the volume of carital construction is expressed 


' n eo the effects of the slower growth of production and machinery im- 
lucing the proportion of industrial scutput sold for investment (Oyr? 
in’ by - artificial variable Ur in the anvestment function. We expected 
t ¢ rbing of the volume of investments wiil affect gainly the nonproduc 
“nich is expressed Sy the growtn of the productive sphere'’s share 
tment Ory). and mainly construction within the productive sphere (low- 


th \rresponding shere of eta): 
4 


Ir th EY 1 model the other factors that are expected to change in compari- 
rh © re previous trencs are repre ented Sy exogenous variables: 




















c Modeling of the Development of Selected Incicators 
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- Productive consumption less depreciation in construction 


- Productive consumption less depreciation in the other productive 
branches; 


Yg ~- Gross national products 





Yo) ~ Gross national product in agriculture and forestry; 

Yo2 - Gross national product in industry; 

Yg3 - Gross national product in construction; 

Yg4 - Gross national product in the other productive branches; 
Sp - Net balance of trade in billion Korunas at current prices; 
Sxp - Net balance of trade with nonsocialist countries; 


Ssp - Net balance of trade with socialist countries. 
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Figure 1, Yq - Gross national product at constant 1977 prices. 


Key: 
1. Billion korunas 3. Report 
2. Modeling ex post 
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The growth of construction's output slowed down considerably in 1976-1980, and 
in 1981 there occurred an absolute decline that was due partially to the in- 
ternal problems of this branch, and partially to the curbing of capital con- 
struction. Variant A of prognostic modeling shows a further decline followed 
by the possible restoration of growth, with the turning point in 1983. Vari- 
ant B (in conjunction with the decline of capital construction) shows a sharp 
decline of construction's outout, passing below the 1975 level in 1985. 


Output of the other productive branches? rose at a fairly rapid rate in 1975- 
1980, which in prognostic modeling slows down considerably (especially in vari- 
ant B). The growth rate of aggregate net material product at constant prices 
(Table 1), which in 1975-1980 reached 3.74 percent a year, slows down further 

in prognostic modeling: to 1.3 percent in variant A, and to an absolute decline 
cof -0.5 percent a year in variant B. 


In view of the expected decline of material intensity in every branch and in the 
aggregate, development of productive consumption {less depreciation) is slower 
than development of net material product, especially in variant A. As a result, 
development of gross national product ‘Fig. 1) is somewhat faster than develop- 
ment of net material product. In spite of this, even in variant A the growth 
rate in 1980-)985 (1.72 percent a year) is significantly lower than the reported 
crowth rate for 1975-1980 (3.83 percent), and the level modeled for 1985 (548 bil- 
lion korunas at constant 1977 prices) does not attain even the level cbtained by 
ex post modeling for 1980, expressing a continuation of the developmental trends 
From 1965-13975 [11]. Because of the continuing rapid rise of depreciation, the 
growth rate of net national product (Table 5) is slower (1.08 percent in variant 
A, and -1.14 percent in the pessimistic variant}. 


Foreign Trade 


As a result of the problems mentioned in Section 4, prognostic modeling of the 
physical volume of export to norsocialist countries gives relatively higher 
Growth rates; because of the unfavorable dcevelorment of prices, however, the 
growth rates of the value of this export at current prices are lower in compari- 
on with export to socialist countries, and with the growth rates reported for 
che preceding period (Table 2) as well. As evident from Table 2, in prognostic 
modeling the development of the total volume of export, at both current and con- 
stant prices, retains its reiatively hich growth rates. 


The problems of external equilibrium led already in 1375-1980 to sharp curtail- 
ment of the total physical volume of import (the growth rate of impert was 1.3 
percent, wrereas that of expert was 5.1 percent). Prognostic modeling shows a 
further slowdown in variant A, and an absulute decline in variant B (which in 
fact already occurred in 1981). Development of the import volume at current and 
it constant prices is presented in Table 2. Curtailment applies particularly to 
spor’. from nonsocialist countries, and the volume of this import declines even 
in variant A. Import from socialist countries reflects especially the lower im- 
port of petroleum. 


The net balance of trade at constant domestic prices (Sy, see Tabie 3) 1s the 
difference between export and import. In prognostic modeling the net balance of 
-rade reteins its previous trend of rapid growth, due to the worsening terms of 
trade and to repayment of foreign debts. According to the results of prognostic 
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modeling, this net balance of trade in 1985 will reach 43.7 billion korunas in 
variant A, and 53.9 billion korunas in variant B. Which means that, respective- 
ly, 8 and 11 percent of gross national product will be channeled abroad. 


























Table 2 
Skutotnost Progra Temp  rasiv 
ya” 
Ukazovatele 198? 1985S = gy Progn 1980— 1985 
\< ul 
1980 198) —--— ——-—--—-- —__-—--——- 
1975-—S8U 
(1) A B N B A B 
E  Vyvoz v mid deviz 
Kés. sc. 1977 650 679 Fi2 WS B19 F765 5.12 475 331 
Ex — donews krapn i72 86 47 193 233 28 544 609 479 
Es; — dosoc krapn 478 493 SIS SiS S8B 547 500 425 275 
Er, Vyvwor v mid dew 
Kés, bc 802 870 960 944 1283 1121 1144 987? 694 
Ex — donewe krapn 244 285 2.1 273 WH 328 1291 849 614 
Esp — dosoe krapn 568 615 679 671 91.7 793 198? W445 729 
M Dovoz v mid deviz 
Kés.sc 1977 645 620 620 003 671 $72 1w O78 -240 
Mw — surovinzosoc krayin 200 198 186 181 193 168 ' 62 O65 -343 
Myx — surovinz nesoc krayn 7 3 | 69 69 61 60 7 6§ 362 -407 
Mis _ srOyOV 70 MM krayn 21 } win 209 20 y 64 22 7 4% 4 38 ! 3? 
Max — stropwrnesoc krapn 53 44 #47 41 16 2.7 -i10 -~743 +1262 
Mery — potravinzosox krapn 30 28 3H @ «GO 26 -342 -025 -318 
Mra — potravinznesoc krapn 3S 5 38 +5 41 29 4.60 3.11 35! 
Mes -—— spotrcb. tovaru 70 soc 
krapn si 3.5 33 ,1 15 28 0.77 248 -2.17 
Mca — spotreb. tovary z nesoc 
krapn 10 O8 O88 O8 i) 07 -3.65 186 -6.53 
Mp Dovor7 v mid deviz 
Kés.sc 1977 81S 863 931 920 1204 1091 9 86 R10 600 
Map -- inewe krapn 243 234 253 244 WT 277 949 476 260 
My — osx krapn $72 529 678 676 B97 B14 10.08 94) 732 
Key: 
1. Indicators 3. Forecast 
2. Report 4. Growth rate 
E - Export in billion foreign-exchange korunas at constant 1977 prices; 


Ex <= To nonsocialist countries; 

Es - To socialist countries; 

Ep - Export in billion foreign-exchange korunas at current prices; 

Exp ~ To nonsocialist countries; 

Esp - To socialist countries 

M - Import in billion foreign-exchange korunas at constant 1977 prices 
Mys - Of raw materials from socialist countries; 

Myx - Of raw materiais from nonsocialist countries; 


Mrs ~ Of machinery from socialist countries; 
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Mry - Of machinery from nonsocialist countries; 
Merc - Of food from socialist countries; 

Mex ~ Of food from nonsocialist countries; 

Mcs - Of consumer goods from socialist countries; 


£ consumer goods from nonsocialist countries; 


a 

* 
' 
Oo 


Mp - import in billion foreign-exchange korunas at constant 1977 prices 
(as published]; 


Myp - From nonsocialist countries; 


Mcp ~ From socialist countries. 
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Table 3 






































(2 )Skutotnosi (3 Prognoza ‘A empa tasty 
(1) Ukazovatele PC, <: Sinan —. 
(v mid Kés, v stalych cenach 1982 1985 (2) {3 Progn 1980—1985 
ki 1.1977) 1980 1981 ~-———--—---——-—---- ~— === 
1975-80 
A B A B \ iH 

Sx Salido zahr obchodu 

(vo vaut sc) OS WSR Wi %324 437 §39 x ‘ x 
Ys Finalna produkca 657.3 6554 663.8 6454 7090 6338 353 152 -0.73 
Yao Domace pouiitie hrubeho 

narod dochodku 4926 4857.3 4859 4684 S042 4425 2% 046 -211 
Cc ~ Osobna spotreba 2319 23415 2344 2278 2423 2146 166 O87 -154 
Cc ~ Matenalova spoloten 

ska spotr "%S B02 BI2 S8O7 BS7 836 4% i178 128 

! — Investicre (brutto) S02 1449 1401 1391 1383 UNS] 347) -165 —-$.20 
J — Porastiok OF azasob 258 189 209 18 279 W3 '4l 161 —~468 
H = -— Straty abil rozdiely 62 92 93 69D) WOO 92 -1014 1004) BOR 
Cr = Spotreba potravin 

{okrem naturalnc;) 1124 1147 8125 1109 1157 1063 2.22 058 -1il 
Co Spotreba nepoiravin 

tovaru 1128 813.2 F155 1106 1194 1021 i3s 115 -197 ; 
C,  Naturaina spotreba » @ 

obyvatelstva 6*8 62 64 62 72 62 177 125 -190 
Yeo Redline disp priymy 

oby vate! 2665 2687 270.3 262.0 2826 2529 160 1.18 -1.04 





_ es —— = —— i 











Investicic (brutto) 


I, - ¥ polnohosp 

a lesnictve 61 185 149 136 147 112 0 66 177 -688 
h -~ ¥ priemysle $94 S63 $72 SSI S7H 467 S579 -O56 -472 
h - ¥ Stavebmictve 03 693) 6 69VOOU[ UBS BB BO 14RD 109-1031 
L = = _-vostat. vyrobnych 

odvetviach i4t 153 189 171 166 1859 1.73 332 2M 
ly — wyrobne odvetvia 

celkom 99 94 970 943 979 798 43 040 -441 
In - nevyrobné odvetvia SO} 485 431 448 404 353 19? 431 -684 

Key: 
1. Indicators (in billion korunas 3. Forecast 
at 1 Jan 77 prices) 4. Growth rate 


Report 
~- Net balance of foreign trade (at constant domestic worices): 


- Final product; 


- Domestic end use of gross national product; 
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 § 

Cc - Private consumption; 
C = Public material consumption [as published]; 
I - Investment (gross) 

J - Increase of working capital and inventories: 
- Losses and statistical discrepancy; 


H 
C. - Food consumption (except consumption in kind); 


Tel 











Cc. - Consumption of commodities other than food; 


c - Private consumption in kind; 


- Disposable real personal income; 

a1 - Investment (gross) in agriculture and forestry; 
I > * In industry 

I, - In construction 

I 4 7 In the other productive branches; 

I, - In the productive branches jointly 

I. - In the nonproductive branches. 


The net palance of foreign trade in foreign-exchange korunas at current prices 
(Sp, see Table 1) necessary to offset the net balance of services and noncommer- 
cial payments, and especially to repay foreign debts, attains fairly high posi- 
tive values in prognostic modeling, especially in variant A. Despite the prob- 
lems in export, especially the modeled net balance of trade with nonsocialist 
countcles is high (in both variants), due to the considerable curtailment of 
import. The net balance of trade with socialist countries remains negative in 
variant 6B. 


Gross National Product's Domestic End Use 


As a result of the slower growth of production and of the rising trade surplus 
at corstent prices , in 197€-1980 growth of cross national product's domestic end 
use Slowed down considerably, and in 1981 it showed on absolute decline. Prog- 
nostic modeling showed that growth might be gradually restored after 1982 accord- 
ing tc variant 4, bat according to variant Bb the~e would be a further decline at 
a rate of -2.1 percent ‘Table 3 and fig. 3). 


Develoomenc cf the individual directions of domestic end use is differentiated 
onsidercebly. In the development of private consumption at corstant prices 
(Fie. 4) *nere occurred a pronouuced break as of 1972, and since then its level 
has been prectically stagnating. Prognostic modeling shows a siow growth at a 
rate of 6.87 pereent a year in variant A. but variant B indicates that an ab- 
solute decline might be possible at an annual race of -1.54 percent. 


Prognostic modeling shows that in 1982-1985 also the growth rate of public mate- 
rial consumption will inevitably slow down. Because of the assumed priorities, 
‘owever, its growth will be faster than that of private consumption. 


Of tne individual directions of end use, the growth rate of investment slowed 
sown the most in 19/5-1980, and in 1981 tne volume of investment dropped below 
-he 1978 Level (Fico. 5). According co variant A of prognostic modeling, the 


declin. of the volume of investment shovld continue in 1962-1983, and in the 
following years it should level off at about 138 billion korunas. In variant B, 
howevec. investment declines throughceut 1985 at an annual rate of -5.2 percent, 


leveling off at 115 billion korunas, less chan what was reported for 1974. It 
»hovla be vointed out, however, that even this seemingly very low volume of in- 
vestment represents 4.73 cercent of the total stock of fixed assets (4.4 percent 
in the productive sphere), which is significantly higher than the growth rate of 
production, even if we take into consideration the expected volume of scrapping 
fixed assets. 
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Figure 4. C - Private consumption at Figure 5. Investment at constant 1977 
constant 1977 prices. prices. 


Key: 
l. Billion korunas 3. Report 
2. Modeling ex post 


In prognostic modeling, development of the increase of inventories and losses 
is commensurate with the development of production. Development of final sales 
by its principal directions approximately corresponds in prognostic modeling 
to the trends of private consumption, investment and export. 


Table 4 presents the domestic end use of net national product, in its entireness 
and by principal directions. The modeled decline of total domestic end use is 
projected first of all into net accumulation, whose volume and proportion within 
expended net national product sharply declines, especially in variant B. 


Reproduction of Fixed Assets and Technological Development 


In prognostic modeling the absolute decline of investment at constant prices is 
projected on a ielatively larger scale into nonproductive investment. In the 

productive sphere there are considerable differences in the development of in- 
vestment by groups of branches (Table 3). So far as development of unfinished 
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Table 4 























(2) Skutotaosi ( 3 Prognoza (4) Tempa rasta 
(]) Ukazovaiele 
(v mid Kés, v stalych cenach 1982 1985 2} Seu 19301985 
ki 1. 1977, okrem Qam - Qua) 1980 198) 197520 
A B A B A B 

lk, Zena stave nedokont. 

vyStavby 18 45 -40 $F7 -S3 -83 a 1 x 
Ky Nedokont. vystavba 

(stav koncom roka) 313.3 3178 3138 3255 2971 3153 610 -106 O13 
Av ZP uskané vystavbou 

— vyrobne 918 %2 %6 934 1021 912 420 233 OOS 
An ZP shane vysiavbou 

~ nevyrobné 470 %6 S62 Si 40 414 O88 -074 -24) 
K = Zakladné prosinedky 

(strediany stay) 2446 02584 02724 8 2671 331260 juK9 1 5 66 $03 478 
Ky — vyrobné odvetwia 

cethom 1997.71484 JIS7332IS2IOO1IB4ASIIBIVS = 625 $71 $42 


Ky nevyrobnée odvervia = 1O4K FIOVOTIISESTISE 31280812097 499 408 391 








(5S) Podrely novych ZP na stave 


ZPy %e 
Quem -- ¥ polnohowp 

# lesmcive 72 #+»o8 63 63 $0 46 -123 -693 -86? 
Ouse — ¥ premysic s9 59 58 $7 $3 $0 -169 ~-2 18 -3353 
Use v stavebactve 07 W9 1190 We 0? &8 129 -1.00 -3.77 
Qn — ¥ Ostatnych vyt 

vfvetvaach 55 $3 &) $0 48 47 -128 =<-293 -101 


Ona Podiel strojow 
2 dworu an ZP 
¥ preeenysie 15 13 12 il 0” 07 284 -1109 -1478 
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Y Vytvoreny mar 
déchodok aetto 453.1 454.7 4573 445% 4781 4279 3.$2 108 -i 14 
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Yo Dorwce poulive att 








Mehodky nett 4426 4335 428° 4169 4°44 3740 192 Ow si 
Cp Chobua spoureba 
(vrat udpaev) 2344 23%6 2570 2303 2481 2175) 16k) ONO 148 
Go Hrenoina spo spotreba 
fvral. odpises) 957 98S 16 1002) 1681 1059 469 2% ‘Oo 
A Alumulacs (netto) §=61075 «932 «BSD OSD OTS 486 gas 693-15 78 
My Streiy $0 $2 $3 St St $2 -i82 337 077 
l inédicaters iin billion korunas ) Forecast 
it 1 saa 77 constant prices, ex- 4. Growth rate 
sept »ax1~@ux2) 5 New fixec assets in percent of 
Report the stock of fixed assets 


nge in stock of unfinished capital cecnstruction;: 


x Unfinished capital construction (at yearend); 

A. - Productive fixed assets caine’ thiough capital constructicn: 
A. - Nonproductive fixed assets gained through capital construction; 
¥ ~- Fixed assets (average stock); 

AF - Fixed assets of the productive branches jointly; 





K - Fixed assets of the nonproductive branches; 


N 
Qa Kl - New fixed assets in percent of the stock of fixed assets in acricul- 
ture and forestry; 
- In industry; 
- I ; 
O33 mn construction 
OKs - In the other productive branches; 
ux? - Proportion of imported machinery within stock of fixed assets in in- 


dustry; 
Y - Net national product; 
Yo - Domestic end use of net national product; 
Cc - Private consumption (including depreciation); 
G - Public material consumption, including depreciation; 
A - Accumulation (net); 
H 


Y - Losses. 
capital construction is concerned, modeling anticipates an improvement, especial- 
ly in variant A. As a result, and also because of the existing time shifts in 
the transformation of capital construction into increments of fixed assets, the 
gross addition of fixed assets in the productive sphere shows an absolute in- 
crease despite the absolute decline of investment. 


For the mentioned reasons--and also because of the still high volume of invest- 
ment in relation to the stock of fixed assets--even with the absolute decline 

of investment the stock of fixed assets is continuing to increase rapidly, at 

a rate of about 5 percent a year in both variants (at the same time the stock of 
fixed assets is rising even faster in the productive sphere and in construction 
in particular). A contributing factor to this is also the relatively small vol- 
ume of scrapping fixed assets that reflects the preceding developmental trends 
and clearly lags behind the development of depreciation. 


In the indicators of embodied technological deve lopment 1° (the proportion of rela- 
tively new fixed assets and machinery from import within the stock of fixed as- 
sets, Table 4)the declining trends of the preceding period are intensified in the 
prognostic simulations due to the curtailment of investment and import, with ap- 
propriate impacts on the development of labor productivity, production, et 


Partial and Aggregate Indicators of Efficiency 


The efficiency of economic relations with foreign countries is reflected in the 
development of the real terms of trade (Table 5) that reflect not only the objec- 
tively existing rapid rise of the world-market prices of raw materials, but also 
the consequences of the slow improvement of the exported products’ quality and 
technological level. The terms of trade have been worsening systematically, 
especially since 1974. In variant A of prognostic modeling, the rate of decline 
of the 1975-1980 period roughly continues, but in variant B the decline intensi- 
fies to a rate of -4,7 percent a year. Consequently, with priority assigned to 
the solution of the problem of external economic equilibrium, import intensity 
in variant B must be relatively lower, and export efficiency must be relatively 
higher. 
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<=, -tonmrru | JV 
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~- ~ ¢ - 
=“°YG Export ei > i Ye x” ‘c? 
Y.. = Social productivity of labor, Y_/L_; 
oe - Efficiency of fixed assets, Y_/¥., 
~ i . J; 


9 - Investment intensity, I/Y_; 


* - Relative increase of unfinished capital construction, ST 


9 - Relative volume of unfinished capital construction, ¥F 


“KU 
E. - National economic efficiency {based on output) of the net material 
product; 
E. - National economic efficiency of the gross social pr } 
*- 
E. - Same, including the effect of the terms of trade; 
E - Same, excluding investment and inventories. 
4 
Social productivity of labor reflects the slowdown of the growth of productiorz 
in variant A, and the decline of production in variant 6. The imbalance bi 
*weer the s lowdown + ¢ Orodu’ tion’ qrowth v > ro li 4 >> : nanc, 
the continuing relatively rapid growth of the stock of fixed asset t 
other hand, is reflected in the further significant decline of the productic 
efficiency of fixed assets. 
In the CEM-2.1 model, overall national economic efficiency as the rat: fF the 
outputs from the reproduction process to the appropriate inputs iS expressed by 


four indicators that are @ifferentiated according to outputs. The most reani! 
il AMor 3 them (fy Mee the view oint of the present erot low Of the 4 mory ' — 


4 . a . . on _ 4 
velopment) is indicator EF, 1.¢., the ratio of gro national product jome st 
use + the net balance of fSreian trade converted * -onstar lomesti ori . 


to the weighted aagregate of the costs of fixed assets and labor in the produc- 
tive sphere. Its development in 1975-1980 shows a pronounced slowdown as com- 
pared with the modeled continuation of the trends from the preceding p 
decline occurred in 1981. In variant A of prognostic modeling this decline i 
halted gradually; but in variant B it continues at a rapid rate of -3. rcer 
a year until 1985, when the value of this indicator dros below the 1972 level 


Tr view of *} intheeized natur ~f #1 " . . > , 
jregately mot only th onsequence f the probler rect . ‘ . te 
opment of efficiency, but indirectly (specifically thr lov t 
growth of production, import, technological development, etc. tt yt 
yuences of the external objective problems and of ti! fact that | our 
extensive grow?! ve mr exhausted 

f Conclusior 





, : , > 


Despite its experimental and conditional nature, modeling two va 
reproduction process's development in 1982-1985 offer important’ formation r¢ 
garding the possibilities of the Czechoslovak economy further a lopmer 


the next few years. 














‘ariant B shows the probable consequences of the continuation of the present 
nc in the development of national economic efficiency, without a prcnounced 
irnaround in the intensification processes. In this case the consequences of 
ve growth sources’ exhaustion and of the external economic conditions’ 
“cable development would not be offset by the favorable developmert of the 
reprotuction process's efficiency. As a result, it would not be possible to 
“Aintain even the present low rates of economic growth, and even an absolute de- 
.ine of the gross national product could occur, with further chain reactions. 
lec.ine of production, together with the continuing problems in external eco- 


t reiations, would be projected into a decline of the gross national prod- 
ct’ se on such a scale that not even a further significant reduction of in- 


fes*men*t could prevent an absolute decline of real private consumption (while 
yriocrity to maintaining a minimal growth of public consumption). This 
fariant may be regarded 4s a warning forecast indicating the inevitable 


elerate the intensification processes. 


ria \ (ir comparison with variant 8) shows the possible contributions of the 
fication processes toward improving the development of efficiency and of 
Ntire reproduction process. Changeover to the trajectory of intensive de- 
nt 13 a gradual process whose contributions can fully manifest themselves 
og term. In variant A we attempted to project those intensification fac- 
\* nave rc caiistic possibiliti te significantly infivence the reproduc- 
oceSS aiready in this five-vear period (perticularly the reduction of the 
1, raw-tat.e rial and energy intensity of production, reduction of the vol- 
nfinrished capital construction, ani <*+to a certain extent also more ftavor- 
.Opment of the ability to export, of research and development, and of 
yr factor The results of modeiing according to variant A approxi- 
te the real possibilities of the economy's further development if 
ation processcse are suv scfully realized within the framework of 





nt externa. and domestic conditions. In teras of the gross national 
formaticn ana end use, and alse of import and private consumption, in 
t we can expect gradual restoration of tynemism, although at relative- 
jroweh rates frr the time being. * However, comparison «:th the modeled 
lant ® tf tates the roc ible significant contribution of the in- 

° proce:.ses « to mercer tage roincs year in the averace growth 
iltaneously variant A indicat: the possib:il.¢ /f gradually arrest- 
lute decline of the volu™ * investment The cesulte of modeling 

ant 4. show furthermo ‘hat pricrity solution of the problem of 
mic equilibrium (while ° errs of trade worsen further) demands 
rtatiment of irmrort and sllecation of a proportion of output to 
by the impact of procuctior lower growth on slowing down the 
gcoducr* lor t er.i use will intensify cor 
tac .¢ ta.re in modeling according to variant 2 1 B 
levelorpment in 1982-1985, develo;ment of the structur- 
und distribution process wie modeled? in greater detail, using a 
ral aralysis wodel and an aralytical balarce model of the distribu- 
, t f them 1 ito *ho central econometric model of the re- 
mn t! set of motels f acreecunomic analys‘s. The re- 
additional modeling effor*s are reported in [1], 8, 9 New meth- 

lL ingowledae likewise we 3a that is important for further elaborat- 

models ermoloyed 
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CZECHOSLOVAKIA 


VALUE ANALYSIS IN MANAGEMENT bDiSCUSSED 
Prague MODERNI RIZENI in Czech No 5, 1983 pp 9-13 


/Article by Eng Haroslav Jirasek, ScC, Institute for Philosophy and Sociology, 
CSAV {Czechoslovak Academy of Sciences/, Prague: “Managers and Decisionmaking-- 
What Precisely Are the Reasons for Value Analysis?"/ 


/Text/ New tasks in developing an intensive method of 
expanded reproducticn have brought up the question whether 
the current approaches of analytical planning to problems 
are appropriate. Value analysis has recently begun 
attracting attention--not for the first time, but with 
increasing emphasis. 


Valve analysis, a method which originated in American engineering, was developed 
shortly after World War II, after the armament program had previously absorbed 
enormous amoucts of raw materials and enterprises were faced with a problem of 
manufacturing from scantier allocations of raw materials or from substitutes 

and still improving their position in an irsatiable market. The "father of 
value analysis," L. D. Miles, developed for his Ceneral Electric Co certain 
procedures for designing products with the objective of saving materials, 
increasing the demand for the goods and at the same time, reducing the costs 

cf production. 1t was a powerfvl weapon in the struggle for the rapidly 
developing market after the war. 


L. D. Miles was fond of colorful expressions. He narrowed his vulue analysis 

to three steps defined as: 1. Squeeze. 2. Shape. 3. Bring to a conclusion. 
The designer was supposed to "tria” the design, to reduce it to its most 
essential factors. Then he had to identify the simplest functional form which 
would serve its purpose at the lowest waterial costs. Finaily, he had to give 
the product its final form and an appearance that would attract interest. 


Following Miles’ example, U.S. engineering students are learning ‘n school how 

to choose be .ween a joint with a screw, rivet or nail; they calculate material 

and labor costs (down to tenths of a cent) and recommend this or that technological 
de .gn. For blue jeans costing $24 they must decide what share of that amount 
should be used to make chose simple pants wear well and how wuch more should be 
added to make them attractive. 








A classic example is the limiting bolt. Originally it was shaped on a lathe 
from solid boom. Following value analysis its form was simplified and a 
considerable amount of material saved. The limiting bolt may be made on a lathe 
or forge. The difference between the former and latter cutting was calculated 

at a unit cost of $0.08, mass produced at $0.001. The definite solution may be 
in a limiting aut which moves along the shaft and the limiting distance precisely 
adjusted according to need. 


Why is this method called “value analysis"? The concept of value in the West 
is far removed from its Marxist interpretation. Value analysis does not deal 
with any objective social value but rather with a particular subjective value 
in which the enterprise is interested. Ome of the best comprehensive works 

on management in the United States states that value analysis is a method of 
“how to increase profits" by "reducing costs without reducing marketability.” 


A West German "“breviary of value analysis" frankly states that the objective 
of value analysis “is not value for the ccasumer" but "the value of goods for 
the manufacturer.” The term “value” refers to “profits guaranteed for the 
enterprise” and thus" the essential purpose is achieved by substituting profits 
for value." The term “value analysis" simply does not result from any profound 
consideration. 


The opportunity for value analysis is coming back again and again, alithough its 
motivation may change. This method originally arose from the need to supply 
goods even when materials were in short supply. Today value analysis may be 
found in textbooks of industrial economics or business management in conjunction 
with intensified “management of the product.” Capitalism is struggling to cope 
with a shrinking market and declining profits, both of which serve as suffictently 
alarming signals for "value" concerns. 


Large enterprises are organizing departments for comprehensive development of 
products, creation of demand in the market, updating the products expeditiously, 
and increasing the volume of profits. The impulses for value engineering stem 
from those factors: testing and adaptation of the design, technology, organiza- 
tion of the production. 


The relation of profits and costs changes according to the capital cycles. 
During periods of prosperity, costs are often of lesser consideration and goods 
“swell” with excessive fat, while during periods of crisis and depression, any 
excesses must be drastically curtailed, unnecessary costs trimmed down and all 
factors in the production of goods stepped up. That also signals broader 
application of value analys.s. 


The crisis situation in the market calls for more frequent innovations. 

However, innovations do not come free; they often require considerable additional 
expenditures. When the situation in the market turns even more rigid, innova- 
tions must go hand in hand with economy and follow the method of "cheap updating.” 
Of course, this may create an ‘mpression that such innovations are of minor 
importance. In fact, "strong products" with sophisticated primary functions 

(and also with attractive appearance) must be created; they must be cost-efficient 
(and thus, their price will be low). 














Valve analysis is a well-sharpened instrument for the evaluation of the function 
of capital and in that conjunction, designated also for more ingenious exploita- 
tion of hired labor. It motivates intensification of the system of production 
or relocation of production to other areas where labor is cheap and there are no 
charges for environmental pollution. It is a strained spiral of competitive 
fights, new goods, price reductions, relocation of personnel and unemployment. 


The term ‘value analysis" may provoke various responses, but no matter whether 
it seems apt or fallacious, the very logic of value analysis--when stripped of 
its capitalist form--suits us well and its gnoseologic function is abundant. 
Value analysis is appropriate for our society and may become a useful aid in 
assessing development and in management decisionmaking (especia]ly in the 
economic sphere). 


Although value analysis is known in socialist countries, ine extent of its 
practical applications varies greatly. For many vears its implementation has 
been advancing most in the GDR. The problem concerning the accuracy of that 

term was resolved by coining a more specific but also longer term “analysis of 
utility value and costs" (Cebrachtswert-Kuosten-Analyse). This analysis was 
Lncrocduced as mandatory justification for new scientific technical and investment 
programs. Fvidence is required that the best possible utility effects are 
achicved at lowest possible costs. 


sc analysie was introduced in the USSR on a broader scale relatively recently; 
in all-union conference for that purpose was held 2 years ago. Value analysis 


was introduce’ on a mandatory basis in the Ministry of Electronic Industry 
The term “value analysis" (stcimostnii analiz) was adopted; it is 
f J 25 maximization of ucility with minimization of costs. Thus for, it 
‘ms there ts no need to arrue about the term and the “nomen” in this case is 


p2en through the eves of econowic theory, the essence of value analvsis is 


‘etecting tensions between the growth of the utility (consumer) value 
ind » cecline of the labor vaive, and in the exploitation of such tensions as 
imou , orepealing production toward facreasingly “igh utility end increasingly 
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utility value and product costs in Kes as a unit of value Only whea 











the utility value is expressed also in Kcs, may division be made 
resultant effect expressed in a single numerical value. However 
of utility value in Kcs means at the same time indirect, mediate 
tinal analysis, incorrect expression of utility value. 
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The test of utility value, or usefulness, is not in production but rather in 


consumption. The process of consumption alone determines the ut 


value of any product. Persons with an affinity for paradoxes may 


nitroglycerin: in one instance, it is an explosive, in another, 
for the heart. An old coffee mill which cannot be used anymore 
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may become an interesting antique decorative object. First of a 
define the type of consumption for which this or that product is 
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There is no need to deny that our enterprises are interested in the expression 
of the utility value in the price of the product, For them it is important how 
much gross or net production or profits will be made per koruna, or what final 


effect of production is contained in 1 koruna of the costs of production. 


this manner, a certain chemical enterprise realized that 80 percent: of 
engineers were involved in 20 percent of its production and for that reason, 
few engineers were involved in its main produciton. This demonstrates one of 


the useful applications of value anaiysts. 


First of all, however, let us stick with the original sense of 
between utility and costs: what is the cost of the 
boiler steam, 1 MW ot installed power capa: 
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l ton of certain castings, of 1,000 cubic meters of lighling gas 
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nitrogen fertilizer, of 1 ton of concrete, of 1 million weft 


» | sq m of housing area, of | m? of storage space (in c4 case 
degree of technical function aad quality)’ 


If we use the same unit of utility, we may compare the costs oi 
subsequent productions or of different concurrent productions: 
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Analogically, we may ask what change in costs will lead to desir 
of the utility value or what costs are needed to achieve a destr 
the utility value, therefore, 


The nominator does not have to express costs in korunas but ra 
units of consumption of the sources of production: 
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or thermal power, research required, necessary imported subdeliveries. Practical 
application will prefer this aspect at this time when conservation of materials 
fer production and energy is in the forefront and is used as an important 
argument in decisionmaking concerning production. 


Neither does the numerator always need to express total utility value but 
rather some of its components. Then the correspording relation will be: 


where U,, U)....U. express various factors of total utility value, for example, 
output, consumption, size, dependability, durability, as well as marketability 
or profitability of foreign trade; and 2), 2,...Z, are selected sources of 
production which may have a marked effect cn the appropriate factor of total 
utility. 


The principle of value analysis accepts a whole series of modifications (many 
ot them beyoad the limits of what may be interpreted as “value’ analysis. Eacn 

' the possible forms denotes in its own fashion how the specification of 
utility values preceeds from the satisfaction. of the needs in progressive economy 
»f the costs of production. After all, value analysis reveals the correlarions 
of tine management: once in terms of results obtained ‘in that manner, and then 


, 


in terms of expendicures for that purpose. 


‘ue analysis came to us from the West a3 an analytical method of decisionmaking 


in business establishments. Our society bases ‘ts priority on the fact that 
value analysis may exceed such narrov confines and turr into a mechanism for 
decisonmaxing in individual branches and even in our national economy. The 


‘imate social advantage may Le appiied in the numerator aud social production 
osts in the nominatcr. 


Tn the West, value analysis serves the egotism of the business establishaent 

if a weapon whose target is the competitive light among individual coupantes. 

Societywice expansion of value analysis in cur country may finaily give it its 

full aniog, increese its role in resolving actual and future problems of our 
iticnal economic progrom, and tie it more closely with the general strategy 
’¢ our cactonal economic development. 


Vout insiyeis is one of the cognitive methods which may be useful in 
Cifying snomic decisions and which deserves not only support but also 
"An Gi i ry } pagzetion,. 








HUNGARY 


GOALS OF AGRICULTURAL MECHANIZATION SET FORTH 
Budapest MAGYAR MEZOGAZDASAG in Hungarian No 20, 18 May 83 p 10 
[Article by Baric: "The Future of Mechanization"] 


[Text] The 20th National Agricultural Mechanization Conference was held 
recently in “~-lnok. Timely questions of machinery sales, spare parts 
manufacture and sales were discussed. The manufacturers, salespersons and 
users jointly sought the opportunities to be used to solve their difficult 
problems. 


As a result of the relatively rapid mechanization of agriculture in the lasc 
decade, every machine industrial professional college graduate working ir 
agriculture today “governs” mechanical equipment valued at an average of 

35 million forints! But machine operating maintenance and the supply of 
spare parts are far from keeping up with quantitative change and technical- 
technological growth. This lag has always hindered the development of 
potential qualitative changes. Under today's conditions in this branch, 

the operating maintenance and better appreciation of the existing equipment 
are truly questions of survival. 


A few weeks earlier at another national conference the dean of Godollo's 
University of Agricultural Sciences also said that too large a portion of 

the machinery in agriculture is amortized and there is no possibility of 
replacing it in the near future. Well, we heard a much more optimistic 
opinion this time in the presentation of Deputy Minister Dr Gabor Magyar 
prepared for the conference. “In addition to replacing the equipment 
inventory expected to become obsolete at a higher technical and technological 
level, our investment opportunities also make improvements possible." 


Perhaps this opinion can be an answer to those whose enterprising readiness 
and here and there even their faith is being dried up by the dwindling invest- 
ment resources. Thus there is no reason to despair, but much rather for 
technical improvements and machinery purchases which suit the technological 
changes that conform to the local conditions, for planned breakdown preven- 
tion and for maintenance and for the systenms-oriented (!) improvement of 
diagnostics and repairs at the plant level. But in order to implement al! 
this, it is also necessary in addition to the plant's desire--the deputy 





minister emphasized--chat the necessary equipment be available at the right 
time, in the right selection, quality and quantity and at a fair price. 
This requires greater efforts ard greater willingness to accept risks than 


before from the domestic industrial background and from the sales organiza- 
tion. 


Dr Jozsef Karpati, director general of ARGOTEK [expansion unknown], .2lated 
thac tn the future machinery will be imported from the capitalist countries 
only if they ere unable to obtain similar equipment from the domestic or 
socialist markets and if the improvement of technology requires the machine's 
work. Thus, for example, within the framework of the Intensive Grain Pro- 
duction Program we can look forward to the work of 380 Class Dominator 
combines. To date we have contracts for the delivery of 233 of these. 


If there are fewer “capitalist machines," cbhviously the role of the other to 
two sources will be even greater. AGPROTEK has ordered 4,200 various MTZ 
tractors, but to date they have succeeded in negotiating contracts for the 
delivery ot only 2,800. Also, only two-thirds cf the requested Zetor trac- 
tors ond e mere one-fourth of tne track-equipped T-100s can be delivered to 
the purchasers. These numbers, apparently, show that the agricultural 
peretions ere receiving fewer machines than they need. Sut the situation 
is not this slapte and not this bad! The thinking in a signiticant portion 


f th terations goes like this--cf course, not without reasons and history 
‘that if I order five and receive three, I will still have time to figure 
it “aare to put chat extra one. 


is exactly where the sellers have a new task. They must learn the 
tuel needs. And, of course, we have to say again that the situation is 
r chat eimple. Even in spite of the actual needs the E-512 and 516 
combines ere om the list of shortage items. Some good news: we will also 
» buytng some E-5lés, A not so good one is that only 16 of thea will 
by harvest time... 


aK ifrector general said thet ve wil! try to lessen the effect of 
yoe of problems with betcer organization. Sut he did not promise (he 
l¢ mot promise) chat they will always be abie to fulfil! the needs 
tectly, completely and on tlae. 
y divector of che Scviet Union's crade mission also spoke at the 
Fe said that they coneider it to be their main task to provide 
‘pes of belp to the Hungarian agriculture ia order to eliminate the 
lems In his presentation ontitled "The Soviet Union's Role in the 
ry aod Spare Parts Supply of the hunecrian Agriculture,” 2. A. Rizhov 
tie technical developwents, the goal of which is that the Soviet 
se, woalce even now have a definitive significance in the mechanization 
ir sericulture, should be even more reilable and flexible. He said 
hoot the suoply of erare parte, a topic which fs slways considered to be a 


ve, that for years they have been supplying [us] with more and more 
pare parte, and thev even try to fulf{ll the needs not specified in the 
tracts Rut a complete solution can be expected only If our operations 


’ 


uate thelr realistic needs in time and econcnize in the use of spare 





parts and if the dealers place their orders in time. General Manager 

Buchal provided us with thorough information about the improvement of the 
Zetor tractors. We found out [from him] that the Zetor's innovacive cycle 
has been shortened to 3 to 4 years and even this period of time is continu- 
ously filled with changes in manufacturing technology and with the imple- 
mentation of the minor desires of the purchasers. In connection with spare 
parts supply the general manager said that last year only 35.2 percent of the 
orders went unfilled. This reinforced their opinion that the importers 

have no complaints in connection with the spare parts supply for Zetor 
tractors. 


The chief construction engineer of Forschritt gave a report about the in- 
provements in combines and the machinery systems for processing the fibrous 
fodder crops. Perhaps it is even unnecessary to report on this lecture 
since the machines of the combinate have been proven and we have no reason 
at all to doubt that the new machines will represent as high a technical 
standard as did the old ones. 


Just about all who spoke touched upon the question of spare parts supply. 
Dr Bela Galambos, vice principal of DATE's [expansion unknown] collegiate 
branch, designed his lecture around the motto "Let's talk in clear terms.’ 
In his opinion the maintenance bases on the agricultural operations can 
satisfy the needs for repairs to only a limited extent due to lack of equip- 
ment, limited capacities and personnel conditions. The restrained invest- 
ment situation makes it possible perhaps to maintain only the bases at their 
present levels, and this ie not sufficient for the knowledgeable startup 

of the expanding machinery park or for the exploitation of performances at 
optimum cost. It must be achieved, the vice principal said, that the 
manufacturers accept their share of the customer service tasks, even though 
ic is true that today the foreign and the domestic manufacturers accept the 
fact that customer service is an extension of the manufacturing process. 

But implementation of the tasks and practical and financial support are 
rather varied. 


This same thing can be said about the service organizations which are steadily 
steadily increasing in number and which have widely differing levels o! 
expertise with varying interests and minimal links to the trade. In spite of 
the igprovement in the quality of services there are also differences of 
interest at the organs which participate in the distribution ot labor. The 
time is here to develop a system of tasks in customer service with considera- 
tion for the professional opinions, and this system should make clear the 
principles of distribution of labor amone the manufacturers, the sellers, the 
servicers and the users. 


Thus, improvement of the spare parts supply is only one element in better 
maintenance and operation. This is cone element, but an extremely important 
one. The AGROKER in Szolnok has done pioneering work in the manufacturing 
of spare parts to replace imports. Manager Dr Karoly Stiegler of the enter- 
prise, which has recently received the excellent designation, related that 
they had replacement parts manufactured in the value of /0 million forints 
per year during the recent time period by the sideline branch operations of 











“er cooperatives and by the agricultural machinery enterprises. How- 


orc : 
ever, they heve already reached the peax in tne exploitation of capacities. 

in order to be able to make further progress in the interest of clininating 

C shortaze items, they purchase production equipment with their ow ceve!- 
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mal insticutions in the interest of having accurate material tests 

sc and provide the spare parts producing shops with experimental 

a.d manufacturing processes. it is interesting, and by all means an 
to be followed, that the manager has deciced in favor of rejuvenating 


re parts which can still be salvaged. 


os Sziraki, the manager cf Szolnok s MEZOGEP [Agricultural Machinery 
rust), reported on the efforts aimed at finding substitutes for 

ry now obtained frou cepitalist import. Since 1976 the enterprise 
loped cooperative relationships with several Western European firus. 
preparedness and ability to nandle the load, the enterprise is 


ne products within thts framework for which in exchange we receive 
ts of world-class quality. Acceptance of the risk, cooperation and 
it i the license contracts are by ill means among the economic 


ra’ traits so be followed. 


ference in Szolnok deali with extremeiy important topics. it 
de answers for everything, bu: it has obviously provided 
mt nelp in enabling manufacturers, sellers, service people and users 
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MEANS SOUGHT TO REGULATE AGRICULTURAL EARNINGS 


Budapest MAGYAR MEZOGAZDASAG in Hungarian No 20, 18 Mav 83 p 3 


- 


Earnings 


7? 


[Article by Karoly Botos: “Seeking the Way to Regulate 


[Text] A fiery debate has been going on in professional circles for years 
about regulating wages and earnings. To this day opinions differ as much 
as possible, but one position is more or less unified in one respect: one 
kind of an earning regulation system cannot satisfy different needs. Thet 
is, the regulation of earnings needs further development. 


Work began in 1980 in this spirit. Based on an agreement between the opera- 
tions and the Ministry of Finance, various types of regulatcry format 
introduced last year in seven producer cooperatives on the experiment 
basis. And with the beginning of this year an additional %2 operations were 
permitted to choose from 2 types of earnings regulation tormats which 

» 4 


differed from the previous one, applying for it by means of a comp tior 
(Dr Rezso Kostyal, main department head at the Ministry of Finance, has 
already explained the essence of these and the need for wodernizing earning 


reguiations in issue No 19 of our paper.) 


The decisive factors in selecting the operations to participate in this 


experiment were consistently profitable economic operation, high quality 
accounting work and mainly the willingness of the operations to accept risks. 


To Decentralize the Production Units 


By outlining the initial expertences of two operations, ¢ fangsagmenti 
[producer cooperative; of Bosarkany and the Lenin gled, we wish ¢ 
rovide some data about this highly significant seri« experiments. 

. a5 | 


In the Hansagmenti TSZ of Bosarkany operating in Cyor-Sopron megye, definite 


steps have been taken since the late 1970s to develop seif-accounting brar 
unite. This is because they have recognized that as the « sic regulations 
are becoming more strict they can make progress in producing an income onl 
if they decentra ize the separate production unite and give the workers a 
more direct interest in the results. These internal : ere , 


aided by the producer cooperative being removed i: 
average-wage regulation, and based on the agreement ous witl 
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we is a good example of this. For years they have Deen =aDpiain- 
an>power shortage in this »ranch, even though the cooperative 
partments with ali the utilities for those who work there. 

wind later the manpower shortage was only relative 
ly nine-person “sanpower * tage in cettle raising was 


our additional persons could be cut vecause of 


rmances and recurring disciplinary violations. 


peration of the producer cooperative as a whole ai 
. act that in spite of the more difficult economic conditions 
i by 25.5 percent over last year prover this. The efficiency 
so increased significant] in 1981 profit per 100 fcrints 
paid out was 41 torintse, while in 1952 this portion increased 
ints. t can aiso be creditec to the new wage reguiction that 


perative can < vert to paying weges on the basi per- 


- tld probably have [founc more tavorabie experiences, 
r solution a oe e“tion. he experts of che operations 
ils st now “learning” ho» live with the opportunities 
‘ =a t Bec aus< t mu is clear that any kind of 
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ANNUAL FOREIGN TRADE RESULTS EXAMINED 
Budapest KULGAZDASAG in Hungarian No 4, Apr 83 pp 3-13 
{Article by Mrs Gyula Nemeth: “Our Foreign Trade in 1982") 


[Text] Despite the more difficult external economic conditions, we were able 
to maintain our country's solvency even in 1982, which was a prerequisite for 
the continuity of production that was expanding at the planned rate, and also 
for ensuring the population's supply on a suitable level. This can be attributed 
mostly to the substantial surplus of our trade denominated in convertible cur- 
rency. We were able to achieve this under conditions when the capitalist coun- 
tries were still waiting for an economic upturn, prices in international trade 
fell, unfavorable changes occurred on international money and credit markets, 
the level of interest rates rose and, last but not least, the domestic enter- 
prises’ demand for import denominated in convertible currency likewise did not 
Subside. In this environment we expanded our export denominated in convertible 


currency by 9 percent and reduced our import by 3 percent. It is a drawback 
that the commodity structure of our export is very price-sensitive, and that al- 
so the proportion of “crisis sectors" is high. Noteworthy is especially the 


fact that in 1982 we increased our ruble-denominated export by 7 percent, our im- 
port by 3 percent, without the commodity structure of trade turning unfavorable. 
We cannot expect our external economic environment to change for the better cven 
in 1983. Therefore it is under this set of conditions that we must double the 
Surplus of our balance of trade denominated in convertible currency. 


Last year was a particularly difficult year for all those who actively partici- 
pate in shaping our external economic relations and commodity trade. The state- 
ment that “development of our external economic relations plavs a basic role in 
Our economic development” has practically become commonplace, but it is also more 
obvious than ever before and has matured into reality prov 
tice. 
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‘hanges in the Environment Affecting Foreign Trade 


Already in the first months of 1982 it became obvious that the forecasts on which 
we relied, regarding the external economic environment and our domestic economic 


conditions, at the time of drafting the national economic plan had been more op- 
timistic than the situation which subsequently evolved. 

In its third year, the recession in the developed capitalis* uuntries deepened 

further. The slow upturn, which had been predicted by various prominent foreign 
economic forecasting organs and institutions, failed to mat jialize, and we wer 


‘eh 





able to witness even the opposite phenomena. By the beginning of 1982, prices 
in foreign trade dropped. The foreign-exchange price level of agricultural and 
food-industry products, which play a key role in our export, was 6 percent lower 
in the first quarter of 1982 than in the same period the year before, instead of 
the rise that had been expected. On the basis of these phenomena the danger in- 
tensified that, due to the looming price losses, we might not be able to rely on 
the proportion of our export objectives that had to be substantiated during the 
vear. In other words, that the reserves uncovered “on the wav" would be needed 
to offset the dropout of foreign-exchange earnings due to lower prices. 


Parallel with these problems there appeared greater-than-expected pressure of en- 
terprise purchasing power on convertible-currency import. Even with the 5- to 
5-percent expansion in 1981, demand indicated acute shortages particularly in 

the sphere of investment. 


In the basis of the circumstances briefly outlined ahove, the original objective 
achieving commocity trade close to equilibrium became a very tight one, even 
though in magnitude this objective did not exceed the one in 1980. 


Adding to these difficulties, changes occurred to our disadvantage on interna- 
tional money and credit markets, and interestrates rose substantially. 


he given situation necessitated a quick change, by one order of magnitude, in 
-he balance of trade. Which meant that the improvement of the balance of trade 
cected for the next-to-last year of the 6th Five-Year Plar, namely the shift 


from near eguilibrium to a surplus of several hundred million dollars, had to 
Slace under less favorable foreign-market and domestic conditions than had 
inticipated. In the given situation, introduction during the year of numer- 
is financisl and economic measures to curb purchasing power became unavoidable. 
neously it became necessary for the macroeconomic managing organs to broad- 
ind intensify their work of organizing the economy. By seeking solutions 


y with the enterprises and through continuous cooperation with ther, this 
vity enhanced the soluticn of the increased tasks. Mutual fulfillment ac- 
rding to contract assumed even greater importance than previously in the case 

annuégl trade agreements between socialist countries. 


loum-nt of Total Trade Turnover 


nt prices, the total turnover of foreign triije expanded at the same rate 


year before. Import grew faster than export in 1981, but last year the 
rrov of export was the more dynamic. 
lopment of Turnover in Ruble-Denominated Trade 


ist ‘he worsening joint difficulties, our trade relations developed last 


"—4 teqd. 
“mmodity trade with socialist countries developed in accoriance with the 
iraets of both the national economic plan and the international agreements. 
ypandec by ebout 7 percent. Within this tne quantitative increase was 
ay nt. Industry (not including the foo? industry) increased its sales 
percent over 1981, exporting nearly 9 percent more light industry products 


Lly clothing and furniture) and about 8 percent more chemicals. After the 








decline in 1981, the export of machine industry products expar a bout 4 
percent. The of investment demand ir 


cancellation of planned machinery orders piayed a role in the mactiine industry 


aecline the partner countrls and their 


more modest growth. Large-scale transportation bottlenecks at ¢t! nd of t 
year likewise caused a lag. 
The 1981 trend, differing from previous years, of a declining pr : . 


chinery within the structure of export did not change. 


Table l. Trade Turnover (in billion forints, at current price: 
P 
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-4 “4 +.» a 44.4 
Sources Publications of the Central Statistical Office 
Key: 
he Year 3 Total turn r 
2. Preceding year = 100 percent 
Table 2. Development of the Structure of Ruble-Denominated Expor't in percent, 
based on data at current prices) 
19, 74 i= 
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‘ 0.4 ( 
(2). 
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Sources: Publications of the Central Statistical {f} 
Key: 
l. Energy =Teleni 9 ele ++ ri sity ‘| Tna icty ’ * . go 
2. Materials, emifinished products, Raw material for the food indus- 
parts trv, live animal food products 
3. Machinery, transport equipment, 6. J +ly 
other capital goods 
The quantity of import, after its 1981 decline, and 7 rcoeent,. 
Considering a 7-percent rise of prices, ¢ value of ? “ 
higher than the year before. 





iin the quantitative growth of import, significant was the expansicn of the 


c of parts and also of semifinished products, particularly chemical] inter- 
eSS was imported of raw materials and basic materials in 1981. Prinm- 
che import of metallurgical basic materials declined. 


>wortny from the viewpoint of our economic activity in 1982 is the fact that 


hole the deliveries of energy sources from socialist countries were on 
e. However, shortfalls in deliveries of certain important products (coke, 
, and sodium carbonate) caused difficulties similar to the ones in previ- 


able is the change in the importation of machinery, transport equipment and 
al gocts. Ia contrast with the sharp decline in 1980 and then in 1981 (by 
reent), in 1982 this commodity group shows the fastest growth rate, 
recent. In recent years, we identified as one cause of the declining 
.ackening domestic demand in conjunction with the development of do- 


ic investment. But at the same time the domestic demand, more limited in 


jregat was predominantly for machinery trom capitalist markets. In 1982 
1 Wsura f interest in machinery for investment from socialist countries per- 
‘he conclusion that the enterprises and cooperatives are devoting more at- 
ion ¢ pital qoods that can be procured on rubel-denominated markets. If 


mmenon is sustained, it could contribute favorably toward the expansion 
3¢ .ng of socialist relations, anc also toward supplying the enter- 
omental needs. Importation of industrial consumer goods iicreased 
percent. We imported more particularly of clothing and household ap- 
Purtner expansion of import from socialist markets woulc be necessary 
population with consumer Goods. 


D_ve ment of the Structure of Ruble-Derominated Impoit (in percent, 
Son gata eat current praces) 
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iveness of our product 


f its noteworthy 9-percent rerall increase, our convertible-curren 
benind in the realization of the task formulated in conjunction 
*oring economic equilibrium. 


t port expansion was concentrated basically in agriculture and th 
a anc in the machine irdustry. A* the same time, however, ‘ndus- 
r’ rt--] luding also the significert results of the machine industry-- 
Ly mocest expansion. In agriculture and the food industry the proceed: 
re about 6 percent “igher than the year before. Because of the 
ab rices, however, this @-percent increase in export earninces neces- 
t reace Of about 15 percent in tne physical volume of export Meat, 
, dairy products provided nearly half of tne increase The export of 
and oil nearly Goubled; but because of the unfavorarle prices, 
rt } increased only to a lesser extent. The proportion of food-indus- 
‘creased significantly. at the expense of farm products. 


sport expansion in the precedir ars, we May regard as a sig- 
approazi#ately 20-percent increase in machine-industry prod- 
t value of transport equipment, and of complete factories and 
ations, increased nearly i.5-fold. instead of 369 buses the 


» we ex orted 499 »& IS; und oir.stead of 500 trucks. nearly 11 
port of anstruments likewise increased significantly. We in- 


iles to develoving countries the snare of these markets in our 
Kpor® iancreased to 54 percent, from 45 percent the previous 
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in the socialized economy. Because this lancing requires an addition 
appropriation of about 10 percent of funds ior budget income now at the 
disposal of enterprises. The basis for an operation of this type could be 

the fear that huge funds remaining at the disposal of enterprises creats 
conditions for greater growth in wages and additional strengthening of the 
social and housing funds, which can create a threat to the anti-inflationary 
program. They can, likewise, be conducive to the aforementioned expansi 

by enterprises of the investment area, which excessively increases the 
economic burden, or limits the possibility of financing investments of 
structural character by the state, which is essential to overcoming th risi 
On the other hand, however, it is necessary to keep in mind that excessive 
restrictions on the tinancial possibilities of enterprises threaten to weaken 
motivation tor more productive work and reduce highly effective small scale, 
modernizing investments. A normal distribution of profits between budget and 
enterprises of the socialized economy is, therefore, a crucial] matter from 
the point of view of a balanced budget, as well as the orderliness of economix 
jevelopment. 


t appears that this aatter requires many keen inguiries based on a very 200 
rientation of the financial standing of enterprises in the various trade: 
For it is necessary to find the best way for allocating profits and 


amortizatior [he degree of orientation of the needs to date ‘n this 
irea cannot be recognized as satistactory. An analysis of conditions to 
t! past year and early indications trom the first montl h 

ate that conditions in individual enterprise re very diverse, ar 
ipart from enter; es handling large sums of money for wages, bonus 
levelopment there is no shortage of those that lack the capacity for 

fying the most vital needs in this sphere. it is, therefore, possib] 
worthwhile to hone the rules for allocating profits between budget and 
‘nterprises ior the purpose of utilizing additional tunds tor immedi 
iid to enterprises presently unable to independently resolve their 
.eve ipmental needs which are essent ial from a rene! 1Lliv sot ial poi t ot view 


mmary, present timates indicate that not until 1985 will the cumula 
ffects of price increases essential in stabilizing the monetary balan 
between individual income and expenses, and the increase of influence tft 
imortization allowance create a national balanced budget. To accelerate 
lance, more profound efforts are required to reach for funds trot 
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payments by units of the socialized economy. Taxes and payments by 
individuals and the private sector of the economy on the other hand, 
>onsti t 


cute hardly 2 percent of the general level of budgetary income and do 
not exceed 50 billion zlotys. Therefore, even a very substantial increase 
neir part cannot play an essential role in reducing the deficit. 
Problems connected with this are, therefore, regarded not so much from the 
point of view of an increase in budgetary income as from the point of view 
of social justice. And this is so mainly from the point of view of a need 
to limic excessive socially unfounded income; and in case of taxes from 
private tarms, even more so from the point of view of reacting to an 
intensification of farm production. 


A basic condition for a more significant increase in budget income in the 
approaching years continues to be an increase in production and an increase 
t of reducing costs beyond assuumptions adopted in the NPSG 

, as well as the possible increase in the national budget's 
‘he profits of enterprises already referred to. 


'n studies on the subject concerning possibilities for reducing budget 
xpenditures, it should be above all taken into consideration that of the 
rillion zlotys planned for this year, almost 1 trillion zlotys will 
umed by various types of surcharges on the economic activities of 
lized enterprises. Their restriction, if it has no basis in the 
ion of costs, in its final etfect must lead to an increase in the cost 
le and services for the public or break cown the finencial stability 
idized units. 


t large item is approxinately 990 »billion zlotys ia budgetary 
tures connected with financing social security, as well as social 
il services. Their limitaticn tn a socialist ctate in which 
nections play such an important rcle is obviously exceedingly 
ult. The crisis, reducing reai income of many grouns of peuple, 
ewhat increased budgetary expenditures associated with the 
ilfiitment of welfare Functions. No less adequate endeavors to limit 
~*nditures, however, within the {.amework of the austerity 
also anticipated in this sector. The financial effects of 
orts cannot, however, be huge, an ir is necessary to joiutly 
sit) further: increases in expenditures ‘vr soctal and cultural 
an with their curtailnent. 


t greater item in budgetary expenditures is resprecented by the 
of investments and overhauling, which consume more than 300 billicn 
nere a restriction on expenditures is exceedingly difficult, 
uld have to touch essential needs associated, after all, with 
at (otactory development and repair of the social, cultural and 
On the other hand, it is necessarv to take into account 
in outlays ‘or structural investments which are very important 
iitions for overcoming the crisis. 


for national deiense, consuming approximately 199 billion 
» y a relatively lesser posicion. Their incfeases by 19 percent 








Relatively little, because approximately 80 biilicn zlotys is consumed b 
financing the needs in the realm of justice and social security. 


lly, there remains the smallest expense item, that is, expenditure 
for the maintenance of national administration consuming approximately 
44 bi 
by 20 percent for ecample, cannot provide a more significant amount o 
reduction in the budget deficit, which approaches--let us remember--10 
billion. However, if there is no desire to cause weakening in the work of 
the national administration's machinery as a result of the exodus of its 
most active employees, it is necessary to guarantee an increase in its 
emo | 


llion zlotys this vear. This means that even its signifi nt reducti 


uments on a scale at least approaching 
alized economy. And on this note it is, therefore, necessary to 

th an increase in expenditures in the approaching years, because it 
ly probable to completely succes 

h austere reductions in employment. 


the wage increases in enterprises 


1 in tinancing the ne rv increas 


A stgnificant expense ftem additionally straining the budget yr 1985 is 
the anticipated financing of the effects of revalorization ot the austerit 
contributions, by virtue of price increases since February 1982. It will 


me ’ : ‘ . . . . 
consume up to 175 billion zlotys. The negative influence of thi peration 
9 the economy does not exclusively exert vreat burden on the : ional 
: ’ . aan ee : £ . tin : atian inane -_~ oa = 1, ’ 
budget. fore essential is the tact nat thi operation id 1 marked 


srrain on the balance of personal income and spending. \ certal Limi 


n it pe or a greater time limit, it seems is wort isSideratic 


[Initial estimates, therefore, indicate that we can depend on an increase 


in budget tacome during the present vear of approximately 5-6 percent, 
and during the years of 1984-1955 of approximately 13 percent, that is, 
in ine combined periods of 3 years, approximatley 35 percent On the other 
hand, expenditures are to grow by approximately / per t this vear, by 
approximately 11 percent in 1984 and by approximately 9 pe:cent ir 1985, 
which is a total of approximate) Oo percent The an mci 
of the national budget in 1985 is, therefore, base yn rz crea 

in income which are expected in 1984-1985, as well as a reductio 1 the 
growth of expenditures in 1985 

Th, Budge? , j ’ 

The ta yt rlanced ition yudg 1853-19 i 3 t 

that period o ime it will not be i mtribut to th Le 

ff an anti-inftlationary p : 1 the trarv--desi 
Lor xX} miture ia in f lected i 

intensit int lat ar ) irrences through an increas ve u 

»f money. his ta oul wn addi {1 

possibilities tor an lier D ? buds tha Ae 
larger budgetary eS i r ing ta 








Advancing a balanced budget from 1985 to 1933 or 1984 appears possible in 


oractice only by way of increase referred to in the national budget's 


nare of profits from enterprises. In connection with this, it is 
yrthwhile to yet take note of the fact that the current system of taxing 


‘mterprises of the socialized economy does not at all guarantee 
mplementation of the so-called policy of hard currency which is to be an 


mportant element in the anti-inflationary program. For is is necessary 

») remember that in comparison with 1982, the taxation system for 1983 was 
elaxed considerably. The one-time stabilization tax was repealed, 
rogressive income tax was relaxed and the scope of reduced rates was 
onsiderably expanded in size. The question of verification of the tax 
rem should, therefore, surely be placed on the agenda already today. 


~ 
” 


f by virtue of this verification of the tax system approximately 80-100 


»pillion zlotys could be feasibly ucilized in balancing the budget in 1983 


19385, then ia 1985--bv maintaining a adjusted tax system---a budget 
ready costing approximately 100 billion would come about. Its 
asthe: usiderable increase could be attained in 1985 as a result of the 
) arrangement during the time of revalorization of austerity 
if che iinancing of its effects could be successfully spread over 
tl the hudgetary increase in 1985 would grow to more than 209 


che implementation of such assumptions would be the best 
yr utilizing the national budget as a factor in counteracting 


anc «improviug the equiiibrium of the economy. 








POLAND 


STUDY FINDS FLAWS IN REFORM INCENTIVES FOR CAPITAL INVESTMENT 
Warsaw ZYCIE GOSPODARCZE in Polish No 16, 17 Apr 83 p 7 
{Article by Joanna Fotowicz] 


[Text] The Institute of the National Economy has con- 
ducted a survey on the effect of economic reform on the 
developmental activity of 44 industrial and construction 
enterprises. This article reports the findines of part 

of the second phase of the survey. The findings of the 
first phase were published in 2G [ZYCIE GOSPCDARCZF] 

No 30, 1982, and the general findings of the second stage, 
in ZG No 11, 1983, 


In a situation of limited financial opportunities and material shortages, the 
investment activity of the surveyed enterprises was concentrated last year on 
small projects of a renovative-modernization nature. For this purpose, they 
allocated an average of 72.4 percent of their 1982 investment outlavs (80.4 
percent in the third quarter); 27 of the enterprises invested exclusively in 
renovations. This concentration of resources is indicated by the considerable 
percentage of investments earmarked for replacement of obsolete machinery. 
They comprised, on the average, 60 percent of the total sum of investment out- 
lays last year (85.6 percent in the third quarter). Only «a few enterprises, 
including some in the metalworking and optical industries, undertook major 
developmental activities in 1982 involving large expenditures for construction 
and assembly projects, 


In investment activity of a renovative nature, the enter) rises were guided by 
a wish to maintain the previous level and continuity of production. One can 
venture to say that the plans they formulated in this area last vear were 
cautious and were adapted to the very limited financial and material possibi- 
lities of thelr {mplementation. 


Financing of the investment projects was based primarily on the enterprises’ 


own financial resources accumulated in the development fund (86.4 percent of 
the surveyed enterprises). This fund was replenished with profit allowances 
by an average of 64.7 percent, and from 35.3 percent amortization. Wwe might 


add that the share of allowances for the development fund of profit distribution 





mounted to an average of 13.8 percent in che survey sample, whereas the anal- 
share of allowances for the fund for the workforce was an average of 3.8 
The average share of salaries in the revenue was generally on the 
sercent, while the share of the development fund in the revenue was 
i“ i level of 4.8 percent. 


ss 


ing the extent of planned investment cutlays to the amount cf their own 


resources, the enterprises only sporadically made credit applications to a bank 
*rder toc cecure additional financing of investment activity. This took 


ix enterprises (including some in the machine-tool, chemical and 
{gn industries), of which four allocated the obtained credit to financing of 
pr for the purpose of safeguarding investments. Two applications vere 
rT 4owr by the benk because of insufficient creditworthiness, although the 
es in question had received subsidies from a governmental agency. It 
sumed that this restraint to applying for investment credit was due 
measure to uncertainty about tne relative stability of systems princi- 
e] rea ot financing. 


n a financtal viewpoint, the small scale of investment activity was 
f both the credit barrier (che so-called "difficult Investment 
‘ the limited resources at the disposai of enterprises for their 
Fon’, It would not be an exaggeration to say that che introduc- 
"ifficulr”™ investment eredit through the strict cbeervance of criteri: 
it and fer verifying creditwertiiness has terporarilyv and ef fe: 
excessive pressure for new investment construetton. This desir- 
in influercing the instruments cf reform has been accompanied at 


tne by considerable "“catserpttcn” of the enterprises’ own financial 
-armarked tor deve.,onnent. This whne Jimtted the possibility of 
-d easeis and created the danger tf the’r deprectation on a large 
moun tne nte rprt 3 PoOuTrces Tor deve lopment funds war 
se of budgetary absorptic f a substuntiol part of amortization 
hecause of a simultnrnecus licatfon to v off outetandine credit 
id because of a need for additional firenc:ng of work‘tng capt- 
ri tzation {fn che budge a Sur’ rkplaces amounted 
rhe ave rage Tn only chree of ¢ (rt Otical, ctee) nc 
industries) was 1° per ent amortizaiton left at the disposa) 
s. At the same time, the mafority (60 ser-ent) of the enter- 
in, ¢ tahiift{ciers ar's from investsenr-relate lebts fron 
yveraae lial ity imortization remaining in the enterprises 
t of investment credits amounted t ‘.4 Percent, whereas the 
ite, ‘ the fave) some nf +. oh omy st + fs doh 1< a | sercent, 
ing at tt iferoesal of tne er rprises, the part of the deve- 


i? d r rancl: — ter Tivity constitut ; Fe 








attempting to specify “his amount, est’ mart: the xt t f : : 
on a level from 29 percent (the chemical industry) ¢t f ercet ach ts 


tool industry) 


In the course of implementing there modestiy planned tnvestments of the enter- 
prises, there were serious disrupt! occastoned bv problems tn pur sir 

and by the untimely detivery of { rted machinery and equipment (in light 
industry and the metalworking industry, for example) Difficulties were als 
experienced in obtaining contractors for construction and asserblv projects. 
These difficulties resulted from the ronopolietic posit‘on of the contractors 


which allowed them to charge exorbitant rates when entering into contracts and 
to draw out the time for fulfilling them. Cases of untlateral withdrawal fr 


these contracts were not uncommon In only a singie enterprise (the perfume 
rosmetic industry) were there no disruptions [n the implementation of tasks 
undertaken within the framework of operational programs (export, sanitary mea 


sures). For these tasks, deliveries of ecutpment and the performance poten- 


tial of the construction industry were realized completely 
Last year sw a continuation of the proces »f temporary stoppage, as well as 
issuance of decisions regarding the complete termination of manv investnmen‘'s 
begun in previous years. In 1982, a total of 146 investment projects were 
terminated hy the surveve enterpris: So pr forts in liehe f Soot rv. 2 4 eh 
construction tndustry (factories for pr mbricatine houses), ® in the {ne- 
tool industry, and 1 in the steel industr n the ente ises offer 
‘ntinue the termtrated profect--with the participation o! ig ves S. 
Ry the end »* ’ rer year this nt €oy \ a ’ nor vet aan cce ted. + @ «e - . 

‘ nae 4 units Ww Ye monlenen te nl i ~ 4 ~* t « P ’ \¥ > >! . 
tcal and metalworking industries At the same time, in two work] r r 

curred a 80 lled “adoptton’ f major rojlects by the « erpris 

A number of the enterprises, using th ights granted to them in deci l 
4 » | 7 nom! fae ittee »f the rree 47 7 Min! fe, 4 }QR?D) itrempt. 
to obtain financial assistance in the form of tax cuts or subsidies; they als 
sought priority tr taining mater! privileges that are given to enterpriss 
meeting the criteria of so-called “particularly urgent” investments A total! 

10 enterpriss applied r this assistance, including enterprises » the 

hemical, machine-tool, pharmaceuticai, imiture and light industri It 
was found {n the course of the survey that it {is a very time-consur 3 
arduous task ¢t htain special right r priortt roflects 1 four is 

t! founding organs refused int ta r subsidy; | rkpl 

e walt gm rc? p! 1 f ’ n ‘ 

4 . pr ig ’ la ; Pt i» or ta 7 > . ih ‘ 

in ¢ » etee indaustrv, he amount r the ] talir by ft r 

Ja . perce t "“OSt-estimate alu - tt} Wweedtr t. a. i] for 

‘ | sar { ’ . « , i. ! . ‘ , ‘ , --? fepe ’ , ‘ . ' . { 
fuet ry , wt er ‘ laa ‘ »} ‘ -**s " he ther sae >t Q . 

tfon in the amount f amortizat llowances pa‘ ° the hiudee? 

The ms fem f , nomic ref intr? cite ' )} . ’ ' trices 
e + nport ie ec ‘ Y fra, sas | “ -* ‘ thy, . * 7 "hi on 
*} ‘ a or ve ail owane int »} AA \ ’ ay 
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mn for supply-type imports but also for additioral fine~cing 

tment imports. This importation had m lou Deer ma the 

t rchasing of imported machinery and equipment, purchasi: f 
arts for present equipment, or by transferring part ot the 

e allowance to delivertes for financing of essential irported 
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it had any influence on the change (expansion) of the list of enterprises in 
which directors are appointed and removed by the founding organ? 


This resolution contains the list of the state enterprises that turn out 
products covered by operational programs which ~»lement tasks imposed on 

them in virtue of article 54 of the act on state enterprises. The 

provisions of article 2 paiagraph 3 of the Act of 18 December 1982 on 

special legal regulation during the suspension of martial law (DZIENNIK 

USTAW No 41 item 273) on the basis of which the aforesaid Council of Ministers 
resolution was issued do not authorize the change in the procedure of the 
appointment and removal of director merely in virtue of the fact that the 
enterprise implements an operational program or state orders. 


The quoted resolution No 30 of the Council of Minisiers does not expand the 
list of enterprises in which director is appointed or removed by the 

founding organ and therefore does not introduce in this respect changes 

in the state of things in force before the coming into force of the aforesaid 
resolutions of the Council of Ministers. 


By the extension to the enterprises, specified in the resolution No 30 of 

the Council of Ministers, of the legal validity of the provisions of article 
2 paragraph 1 of the Act of 18 December 1982 on special legal regulation 
during the suspension period of martial law should be understood the 
restriction of the possibility of the dissolution of the work relation during 
this period by the workers of these enterprises; it can take place solely 

on the strength of the agreement of both parties. 


1015 
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ROMANIA 


NEW PROVISIONS IN STATUTE OF AGRICULTURAL COOPERATIVES 
Bucharest AGRICULTURA SOCIALISTA in Romanian 12 May 83 pp 1, 10 


[Interview with Aurelian Gubandru, deputy chairman of the National Union of 
Agricultural Production Cooperatives, by Titu Constantin: "What Is New in 
the New Statute of the Agricultural Cooperatives") 


[Excerpts] Question: Many people know that Council of Siate Decree No 
93/1983 approved, the Statute of the Agricultural Cooperatives. Comrade 
deputy chairman, will you please comment on the new elements contained in 
this normative document. 


Answer: The decree aims at the unitary regulation of the activity of the 
socialist agricultural] organizations (the agricultural production coopera- 
tives, the economic associations, the general councils, etc) and it approved 
four statutes whose publicizing began in BULETINUL OFICIAL No 18 of 28 

March 1983 and will continue in brochures with wide circulation. The Statute 
of the Agricultural Cooperatives was adopted earlier by the rourth Congress 
of the National Union of Agricultural Production Cooperatives and it should 
be stressed, at the beginning, that in its present form it further strengthens 
the fundamental principies of the organization, management and operation of 
the cooperatives, perfecting the general framework of relations and corre- 
lating some old provisions which are necessary for the continued development 
of the units. 


Question: We understand that all the chapters were revised. 


Answer: This is more or less true. Let me begin with the one on the distri- 
bution of production and the utilization of monetary and material assets 
since this is an example of the integration of basic concepts of economic 
activity--self-management and self-financing. First of all, physical pro- 
duction (Article 27) has been differentiated from overali production, for 

a distribution which would result in the development of the unit and an 
increase in the income of the cooperative members. Net production (Article 
28, B) is given a clear definition compared to the old statute, as an indi- 
cator which expresses newly created value, thus measuring, in the most 
faithful manner, the effort exerted and the economic results achieved. A 
separate role is given to the profit (which was not mentioned in the old 
statute), which provides the major part (70 percent) of the development fund, 
as well as a significant part of the remuneration fund. 


9h 











Question: It would be a good idea to stress remuneration. 


Answer: In this regard the statute confirms some rights established, in part, 
by special laws, such as Law No 1/1982--which is quite well known, I would 
imagine. Therefore, I would like to mention other provisions which also 

- provide incentives for cooperative members. In supplementing Article 21, 

the new statute states that isolated terrains, not easily accessible, which 
cannot be amalgamated and worked mechanically, can be allocated to members 

of agricultural production cooperatives to work for a period of 3-5 years. 

In this case, the remuneration for work executed on the respective terrain 

is made in kind and amounts to up to 50 percent of the yields obtained, 
conditional upon the complete recovery of the expenditures incurred by the 
cooperative and the realization of a profit of at least 5 percent. The 
allocation of such terrains as well as the level of remuneration in kind are 
decided upon by the general assembly and approved by the County Union of 
Agricultural Production Cooperatives and the General Directorate for Agricul- 
ture and the Food Iadustry, upon recommendation of the CUASC [general agro- 
industrial councils]. 


Question: So this provision pertains to a plot being used. 


Answer: No. Because the right to hold a plot being used will be granted 
under the same conditions as it has been up to now. Therefore, a cooperative 
member who holas a plot under the conditions of the statute can work portions 
of the terrains of which we speak, in addition to the work which he does as 
part of the team to which he belongs. The new statute also helps agricul- 
tural specialists who are retired and who reside in the locality in which 

the ccoperative's headquarters is located, in the sense that they can con- 
tinue to keep their plots, on the condition that they become cooperative 
members at least 10 years before they retire. In addition, Articie 4 of 

the statute has been given the additional provision stating that the plots 
will Se organized in special fields, near the villages, ensuring chat payment 
will be recocived for the execution of the principal works. 


Ouestaon: What is new in the statute for cooperative members caising animals 
in their owa farms? 


Answer: fn the first place, the extent of the rirht of the peasant coopera- 
tive member to have personal property is mcedified. While the old provisions 
osblieced him to sell any animals above the permissible number (3 cows, i5 
sheep, etc), the current regulation in the statute gives him the right to 
have, for his own needs or from contract, an unlimited number of production 
animals, fewl, beehives, etc. In addition, the cooperative members who con- 
tract delivertes of animals and animal products to the state receive bulk 
fodder from the cooperative (in addition to che concentrates given to them 
as remuneration in kind) as well as a plot of land for growing second crop 
forage plants In addition, the contractors are entrusted with hayfields 
for harvesting, with payment in kind, as well as meadows, pastures, giades 
and clearings. 
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In conclusion, I will mention the personal property of the cooperative members 
which, by the current statute, is supplemented with sums of money deposited 
each year in the economic development fund of the cooperative, money which 

the unit is obligated to use only for productive investments. 


Question: Have there been any changes or additions in the area of planning, 
organizing or executing activity? 


Answer: If should be noted that the budget of income and expenditures 
(Article 16) was approved by the state. And then, in order to further 
strengthen financial and planning discipline, the directorsof the farms, 
the brigade leaders, the sector chiefs, and the other technical and eco- 
nomic cadres are directly responsible to the organs of collective leader- 
ship of the cooperative (Article 20). In order to expand cooperativist 
democracy and improve the participation of the masses in making decisions, 
the leadership council is being enlarged to 15-35 members. In addition 
there will be an executive bureau of the leadership council (Article 37), 
composed of 5-11 members, which is concerned with current tasks. 
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ROMANIA 


MINISTRY OF LIGHT INDUSTRY REPORT 
Bucharest INDUSTRIA USOARA in Romanian Mar 83 pp 140-142 


[Article by Eng Olga-Monica Popescu, Institute for Textile Research, 
Bucharest } 


[Text] The organization in 1983, of the Annual Scientific Meeting of the MIU 
(Ministry of Light Industry), represents a step forward in establishing a 
tradition for this important and extremely usef1 manifestation of scientific 
communication and synthesis, especially concerning the positive results of 
research and design, which in practice are known to be the major sources of 
progress and efficiency (and thus of strength) for any industry. 


Scheduled for 3 February (in the Festivities Hall of the ministry), this 
second meeting was dedicated as hommage to the 50th 
anniversary of revolutionary activities and to the birthday of Nicolae 
Ceausescu, secretary general of the RCP, which was demonstrated warmly and 
fondly both in the telegram of congratulations addressed by the minister of 

light industry, Lina Ciobanu, on behalf of all our industry's research and 
cesicn workers, and in the openino remarks made by Eng Iuliana Bucur, MIU 
secrotary of state, who spoke in the name of the management council of the 
ministry. 


The papers offered for presentation at the meeting cover 34 projects 
successfully completed in practice by central institutes and research and 
design units of the MIU; they form a document of more than 350 pages, which 
will be available to all entercorises and ail interested parties in this 
industrial branch, as well as in other similar branches. 


The majority of these many studies and projects have long been applied to 
croduction, as can be ascertained from their content. At the same time, it is 
also notable that many possibilities stiil exist for profitably expanding 
thes. applications to other enterprises than those which are indicated as 
users, anc sometimes even participants, in these studies. 








As a preface to the many papers offered at the 1983 meeting, Eng Radu Bogoescu 
(deputy director of the technical directorate) illustrated in his speech, 
Significantly entitled "18 Years of Scientific Research, Technical 
Development, and Introduction of Technical Progress in Light Industry,” 
the lasting and active consensus that exists among the RCP policy, the 
guidelines received from Nicolae Ceausescu, secretary general of the party, as 
well as the progress achieved in research, and the design of technologies and 
products, both as a whole and with special reference to light industry, an 
industry that is so closely associated with the constant improvement of the 
population's standard of living. The speech also includes a classification of 
the practical current criteria for the meeting's papers, and through its 
coverage of the papers’ contents also provides a concise characterization of 
the various contributions made by the participants. The 34 papers, of which 
20 were selected on the basis of fundamental criteria to be read and discussed 
at the meeting, are classified according to the technical and/or economic 
effect to which the authors assigned priority; they are: 


Better exploitation of domestic raw materials; 

Expanding the raw materials base; 

Improved product quality, and consequent competitiveness on foreign markets; 
Reduced importation; 

Most advantageous recycling of reusable and recoverable materials; 

Higher labor productivity; 

Reduced consumption of materials, fuels, and power. 


With these objectives of primary national interest in mind, the contribution 
of institutes, and of research and design units specializing in leather 
production, footwear, ceramics and glass, rubber and plastics, household 
appliances, and toys, resulted in 17 extremely important papers (eight of 
which were read and discussed at the meeting) specifically concerned with one 
or more of the valuable criteria enumerated above. Added to these was a very 
good paper written at the Iasi Polytechnic Institute. The most notable 
contributions of this type are abstracted below, in the chronological order in 
which they were read and discussed at the meeting. 


“Introduction of Robots in Production Processes” is the general title, and 
“Applied Research at the Inox Enterprise, Bucharest” is the subtitie of the 
paper offered by the Institute for Technical Design for the Light Industry, 
and presented by the director of the institutes, Dr Gheorghe Cojocaru, who is 
at the same time the leader of the collective of design engineers which 
conceived and implemented this modern robotics project. While the primary 
goal was higher labor productivity, the secondary advantages of the 
application also proved to be extremely important: easier control of product 
quality, acceptable standardization, easier and more appealing working 
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conditions, and so on. Of great interest is the introduction of the paper, 
where the authors concisely show how to assess, for local conditions, the 
Suitability of industrial robot utilization, which among other things serves 
aS a warning to those who believe that the introduction of robots is always 
profitable 


The Center for Research and Technical Engineering for Household Appliances, 
Toys, and Accessories, presented to the meeting a concise and at the same 
time, comprehensive talk formulated by its director, Eng Mircea Ionescu-Muscel, 
about a group of projects for adopting new products of original design, that 
would be competitive on foreign markets. To a large extent, it concerns an 
assemblage of equipment that is highly standardized and modular (and hence 
economical), which would serve a multiple purpose. For instance, th? speaker 
mentioned the current assembly of installations for manufacturing kitchenware 
(steel, aluminum, stainless steel), and automated lines for enamellirg, 
finishing, and decorating, for manufacturing and assembling kitchen ranges, 
for manufacturing sewing machine needles, and so on. 


Tnis also provided an opportunity to point out the modern, progressive, and 
adaptive trend that characterizes the center in product research and design. 
In this respect, it was indicated that as a first stage, the center's major 
objective (which it has fulfilled) was to increase production capabilities for 
items in high demand, especially on the domestic market. AS a second stage 
(in process), the guideline is the one presented earlier, and as a future 
stage, the center will orient its activity toward the production of 
installations completely automated through robotization, and specifically 
Gesigned for high production items. 


Research in glass and ceramics was presented in several papers, among which 
the one by Dr Nicolea Ciontea (head of the Cero subsidiary of 
1“ aeeearen and Design Institute for the Technology of Glass and Fine 
eramics--in Cluj-Napoca) regarding "Quartz-Clay Sands From Surduc-Sala) 
Preparation, Characteristics, and Explcitation Possibilities)” remarkable 
in general, this paper is especially interesting because it secks to expand 
the caw materia’s basis of an industrial field that is economically and 
socielly aS amportant as this one (glass, ceramics). The trials carried out 
locally et the sites of Clit and Var, laboratory tests, and semi-industrial 
experiments have led to positive conclusions that are especially important 
since onl reserves involved are very Large. The establishment of a new base 
of raw materials at Surduc-Salaj thus becomes fully justified. The research 
that was sendectad can be used to design new industrial installations which 
will produce--at advantageous prices--quartz sana, kaolin clay, and heavy 
mineral concentrates. 


From raw materials sources to finished products. The study entitled "Heat 
Resistant Houseware Ceramics,” presentec by Eng Vintila Chiorean (from the 
same Cero subsidiary in Cluj-Napoca,, to some extent also points out the 
importance of the preceding study, insofar as the housewares inv>lved are all 
manufactured from raw materials available in Romania, among them the 
xaclin clay from the experimental station Surduc-Salaj. 














The study itself is a contribution to the development of houseware ceramic 
products. These are characterized by low expansion coefficients, providing 
greater resistance to sudden temperature changes, and making it possible to 
use them directly on the heating elements of kitchen ranges. 


The introduction of lithium compounds generally results in improved physical 
and technical characteristics. A notable aspect of the manufacturing 
technology is that it must include a relatively new phase, which _s specific 
to it: the products must be fired at special temperatures and rates 
(vitrification interval of approximately 40 degrees C). 


Glass research was represented by two studies of the exploitation of 
recyclable materials. 


The first was "The Exploitation of Recyclable Window Materials in 
Manufacturing Porous Glass.” It was conducted by the Ploiesti subsidiary of 
ICPTSCF, and presented on behalf of the collective by Eng Vasile Dragos, 
scientific director of that institute. 


It is notable that the glass described is widely used as multifunctional 
insulator (antiacid, sound and heat insulator, not influenced by humidity) and 
is being imported under the name of foamgiass. Its fabrication in Romania 
from recyclable materials thus represents a double success for this research, 
the first in a better exploitation of such materials, and the other in 
reducing importation. 


Of similar merit is the next study from the abc ~ mentioned institute in 
collaboration with the Industrial Central for Glass and Fine Ceramics: 
“Reduced Importation and Exploitation of Recyclable Materials in the Glass 
Fiber Industry,” presented by Eng Paul Catrinu. 


Importations were considerably reduced by the adoption in Romania of the 
additional equipment necessary for processing glass fibers, which completely 
reduced the importation of 14 products, thus saving nearly 550,000 dollars. 


In the exploitation of recyclable materials the reseaich was concentrated on 
those affecting the manufacturing of glass fibers. These materials are not 
being technicaly recycled even in the most industrially advanced countries. 
The energy and raw materials crisis on one hand, and on the other hand the 
fact that glass fiber m.r. [expansion unknown; possibly “recycled 
materials”) are polluting, has meant that the problem of their recycling could 
be reconsidered with prospects of becoming economical. As a result, 
researchers have sought to make maximum use of the properties of each type of 
m.c., with the simplest possible preparation and the lowest energy 
consumption. Those which are obtained from processing--in the form of tangled 
fibers--have been prepared for products that are currently made from good 
fibers; at the same time, those that are derived from drawing--polluting and 
difficult to »andle--are the subject of tests for utilization at the location 
at which they ure produced, through recycling into the melting process as raw 
material. 
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From the leather, rubber, and footwear sector, the meeting heard five 
different but related papers, in the sense that their final effects are to 
reduce costs, diversify and improve product quality, reduce importations, and 
so om. Three of the papers were written at the Institute for Leather and 
Footwear Research in Bucharest, one at the Victoria enterprise in Timisoara, 
and one at the Polytechnic Institute of fasi. 


In her study entitled "The Use of Romanian Isoprene Rubber in the Footwear 
Rubber Processing Industry,” Eng Doina Anghel (ICPI) seeks both the 
exploitation of semi-finished products that can be manufactured in Romania, 
and the replacement of these products with other products that are 
qualitatively more appropriate and more suitable in terms of total costs (from 
fabrication of the material to finished product). In general terms, the study 
continues the research started in 1977 with a collaboration between ICPI and 
the Designer Laboratory of IBCC in Jilava, for the following items: 

lacquered, black, rubber footwear; boots for protection against water and 
mud, pressure vulcanized; and a type C micropore material. About 50 percent 
of the natural rubber has thus been replaced with a domestic product without 
noteble decrease in quality. The present aim is to expand the area of 
utilization of this elastomer--whose structure is most similar to that of 
rubber--by processing it to manufacture footwear for every day use. Asa 
result of using rubber in the footwear industry, the Central for Leather, 
Rubber, and Footwear Industry has reduced the proportion of natural rubber 
from 684 percent to 61 percent during the past five years, together with 
increased use of the subsitute (isoprene rubber) from 15 percent to 

39 percent. 


Based on conclusive experiments, the study has also shown the limits for the 
successful use of this elastomer, thereby preventing the defects that can 
arise by exceecing the substitution percentages well established by this 
extensive and comprehensive research. 


"Manufacturing Technology for Poromeric Synthetic Leather Based on Domestic 
Polyurethanes” is the title of = lencthy applied research carried cut by 

Eng C. Adumitresei, from ICP1; it is devoted to establishing appropriate 
technologies for the advantageous fabrication of various kinds of poromeric 
synthetic leathers (and consequently much more similar to natural leather), 
star ing with such polyurethanes as Nadolsin PR 100 and others, synthesized in 
Pomania. The research aad industrial results have led to the conc)usion that 
when the domestic plants that produce polyurethane polymers can assure the 
necessary supplies, the importation of these materials for the footwear 
industry can even be reduced to zero. 


Moreover, the technical specifications supplied by the author as a result of 
the .ests conducted for this study, offer a number of advantages over imported 

polyurethane, such as: fewer operations during the preparation phase; 
simplified dosage; lower power consumption; and so on. For instance, the 
recovery of solvent from coagulation floats is improved, and the micropore 
structure is finer and thus more suitable (0.5-0.25 microns, compared to 
5-125 microns in the case of imported polyurethanes). 
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An interesting paper on both the exploitation of recoverable materials and the 
prevention of pollution, is the study presented by Eng Gheorghe Popa (iCPI) 
under the title "Production and Use of the PAC Agent to Neutralize Natural 
Leathers Tanned With Chromium Salts.” The exploitation of chrome-containing 
scraps f-om the manufacturing of chromed leathers (trimmings, shavings, 
unusable splits) is necessary economically, to bring the leather and the 
chromium (materials that are in partial shortage) back into the technical 
circuit, as well as ecologically, because they do not decay in the tanned 
State and thus pollute the soil on which they are placed. 


According to the method proposed by the author, these chromium-containing 
materials are subjected to an alkaline hydrolysis followed by a separation of 
the resulting collagen hydrolysate and chromium hydroxide. The hydrolysate is 
then used to prepare such auxilliary products as the Refix NV filler- 
lubricating paste, and the Hidrolfix M powder filler for leather bends, 

hems, and necks, aS well as the PAC neutralizer-filler for facing leathers, 
leather goods, and others. The chromium is precipitated as hydroxide. 


The PAC neutralizing-filling agent is currently also used with success at the 
Jilava Mineral Tannery, and is being expanded to the enterprises 6§ Mai in 
Medias, Timpuri Noi in Brasov, as well as Flacara Rosie, Dimbovita, and 
Pionerul in Bucharest, to manufacture facing leathers, while the enterprise 
13 Decembrie in Sibiu uses it on pigskin for leather goods. It is expected 
that this neutralizing-filling agent will be applied in the fabrication of all 
kinds of soft leathers. 


Through Eng Ladislau Saros, the enterprise Victoria of Timisoara presented a 
study on the topic “New Types of Leather Substitutes for Footwear.” 


The timeliness of this topic is supported by the fact that according to 
statistics, the consumption of skins for footwear and leather goods has been 
growing for some time, exceeding natural resources and therefore imposing the 
creation of substitutes that are most similar in all areas of application. In 
1975, PVC began gaining ground as basic material for leatner substitutes, 
particularly in its expanded form, with a consequent reduction in weight and 
consumption. 


At the same time, mixed types of leather substitutes began to appear, such 
PU+PVC, which in a single material combines the characteristics of the two 
polymers (leather-like feel and appearance from the PU, and material fullness 
and reduced consumption from the PVC). 


At the present stage, the area of utilization of leather substitutes is very 
extensive and varied because they can be used--advantageously and with good 
performance--in construction, furniture, and machine building. At the same 
time, the proportion of leather substitutes in leather goods and especially in 
footwear, is undergoing a considerable growth. 


The product line of the enterprise Victoria consists of 104 PVC and PU+PVC 
substitutes, among which one-half are intended for the footwear industry; 
this includes materials for footwear facings as well as substitutes for all 
sorts of linings. 
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£ growing importance, both economicaliy and from the standpoint of labor 
productivity, are subassemblies for footwear, these being materials intended 
to help manufacturers and serve specific purposes: piping, edging, materials 
for rainwear and collars, and so on. 


One problem that has not yet been satisfactorily solved for good leather 
cubstitutes, and for which the competence of plastics specialists is not 
appropriate, is the supply of textile supports appropriate for these 
substitutes. The experience gained at Victoria indicates an immediate need 
for joint research on these supports, especially since it involves an 
impressive production of 20 million square-meters of substitutes per year, 


The Iasi Polytechnic Institute contributed to the success of the 1983 MIU 
meeting with a paper written and read by Dr Aglaia Chirita: "New Metalcomplex 
Synthetic Tanning Materials.” These materials are currently the newest group 
of auxilliary products designed for the leather industry. 


Theic area of application is as fillers, used in retanning. They help produce 


a soft, full leather, with a fine surface, light tones, uniform dyeing, and so 
on. 


In terms of chemical structure, these metalcomplex synthetic *anning materials 


"it between synthetic tanning materials as such, and basic tanning mineral 
Salts. 


After showing, on the basis of well-founded scientific considerations, that 
".t is very difficult to establish the chemica) structure of a metalcomplex 
Ssyrisetic tanning material, and nearly impossible to reproduce such a 
product,” the paper states that it is possible "on the basis of the newest 
fird.-g@s about the chemical structure of substances, reaction kinetics, and 
thorough xnowledce of leather chemistry and tanning processs, to cbtain 
various recaicompiex synthetic tanning materials, each of them indicated for a 

Lc purpose.” The implementaticn of this statement is the actual topic of 
che peper. Any success in this direction reduces importasations and expands the 
range of Romanian suxilliary products. 


in the Present case, this success is namei Cromsintan Uc: and Cromsintan UAI, 
which are tetelcomplex materials ob:aine? and tested with good results in 
Somar.a, and in no way inferior to imported products. 


Techrical tests are conclusive in this respect. They were performed with all 
the .igorousness imposed by scientific research standards at many specialized 
enterprises with an interest in the matter: the Tg. Mures Leather and Giove 
Factory, the Jilava Mineral Tannery, and Caprioara of Sebes. The fabrication 
ol these products on an industrial scale does not raise exceptional problems 
of tovicity. Ganger of explosion, or availability of raw materials. The 
laboretory date on the metalcomplex synthetic tanning materials indicated 
above. is probably sufficient to assure the normal pursuit of the process at 
an inaustcial scale and in keepirg with the needs of Romanian specialized 
enterprises. 




















As a whole and in terms of its contributions to the encouragement of technical 
and economic progress in light industry, the 1983 MIU Scientific Meeting 
is notable especially in the consensus of all the papers presented tc respond 
practically and in timely fashion to the high priority and circumstantial 
Opportunity requirements of this industry, aimed at consolidating and 
developing it under balanced, stable, and adaptable economic conditions. 
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